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ANNUAL GENERAL MEETING 


The annual general meeting of shareholders will be 
held at 11:00 a.m. April 26; 1974 at the head office 
of the Company. in Calgary, Alberta. 


The Company publishes a book entitled “Supplementary 
Operating ‘and Financial Information’. This book is avail- 
able’ to any shareholder, upon request, from. the Director 
of Public Relations. 


Home Oil Le 
Limited 


A JOINT ADDRESS 
by 


OAKAH L JONES 
CHAIRMAN & CHIEF EXECUTIVE OFFICER 


M. P. PAULSON 


Senior Vice President, Operations 


R. F. PHILLIPS 


Senior Vice President, Finance 


To The 


Toronto Society of Financial 
Analysts 


TORONTO, ONT. JAN. 3rd 1973 


TO OUR SHAREHOLDERS: 


The following is the text of addresses given to the Toron- 
to Society of Financial Analysts by senior executives of 
our Company on January 3, 1973. 


Introduction Gentlemen, | first wish to express 

Mr. Oakah Our appreciation to you for inviting 

. tones us to appear here to brief you on our 
Company. 


The late President of Home Oil Company Limited, Mr. R. 
A. Brown, Jr., last spoke to you eight years ago this 
month. During the intervening years the Company has 
experienced substantial growth and this achievement, 
along with our present situation and future prospects, will 
be the principal theme of today’s presentation. 


My part today will be to briefly comment on corporate 
ownership changes and policy matters. These preliminary 
remarks will be expanded upon by Ross Phillips, our 
Senior Vice-President, Finance, and Maurice Paulson, our 
Senior Vice-President, Operations. 


As you know, the ownership of Home has changed 
significantly in recent years. In 1971 Consumers’ Gas 
acquired an indirect interest in Home through the 
purchase of Cygnus shares, followed by acquisition of 
complete control in February, 1972, after the death of 
Bob Brown. 


At the end of 1972 Consumers’ had invested ap- 
proximately $63 million directly or indirectly in Home and 
had an equity position of roughly 22% in the Company. 
Control is now held through the direct or indirect 
ownership of about 50% of the voting shares. 


Tomorrow will be the first anniversary of Bob Brown’s 
death on January 4, 1972. It is inevitable that Bob's 
presence is missed, as it was largely through the efforts 
of this bold and imaginative man that Home Oil Company 
grew from a modest beginning into a substantial Cana- 
dian independent oil company and occupies a position of 
leadership in the Canadian oil producing industry. While 
Bob regrettably is not with us any more, he has left us 
with a strong organization which, with added strength 
from Consumers’, has made for continued progress. This 
then is the story we wish to present today. 


There has been speculation about Consumers’ objective 
in participating in the petroleum industry through acquisi- 
tion of an interest in Home Oil and therefore | feel it 


would be appropriate to comment in a general way on 
the rationale for Consumers’ stake in Home Oil. Con- 
sumers’ has entered this area as a logical extension of its 
participation in Canada’s oil and gas industry since we 
consider that this participation offers an added opportuni- 
ty for improving Consumers’ prospects for growth. Con- 
sumers’ investment in Home is based on the belief that 
there are opportunities for exceptional growth in the 
producing segment of the oil and gas industry and this 
growth can only be realized through an aggressive 
program of exploration by Home. | will state, and | am 
sure that | will be supported by both Maurice Paulson and 
Ross Phillips, that Consumers’ position in Home Oil has 
not constrained Home's exploration activities. In fact, as 
you will hear from Ross and Maurice, Home has plans for 
one of its largest yet exploration programs, and these 
plans have the full support of Consumers’. 


Under Consumers’ control, Home will place less impor- 
tance on diversification and investment in securities of 
other companies. Home, as policy, will concentrate on 
petroleum exploration and development and other ac- 
tivities related to the petroleum production industry. 


At this time | would like to clarify Consumers’ role in the 
management of Home Oil. Consumers’ direction of Home 
is confined to the policy level. Six long service directors 
and associates of Bob Brown continue to serve on the 
Board. Senator Harry Hays of Calgary was elected to the 
Board in 1972 and it is our intention to broaden western 
Canadian representation on the Board. Recently The 
Right Honourable The Lord McFadzean, Chairman of 
British Insulated Callender’s Cables Limited, was ap- 
pointed Chairman of our U.K. subsidiary and also was 
elected to the Board of Home Oil Company Limited. I, of 
course, act as Chairman of the Board and Chief Executive 
Officer, but there has been no further integration of the 
senior management of the two companies. | would like to 
make it clear that once policy has been established, ac- 
tive management of Home is exercised by the senior ex- 
ecutives of the company, consulting with me only on ma- 
jor matters. 


Since the death of Bob Brown the office of President has 
been conspicuously vacant. It is our intention to ultimate- 
ly appoint a new President but for the interim competent 
direction of the Company’s affairs is being provided by 
the senior management. 


| will now turn the platform over to Ross Phillips, our 
Senior Vice-President of Finance, who will speak on 
financial, corporate and organizational matters. 
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Binancal In discussing the financial aspects 
R. F. Phillips of the Company, | thought it would 

be well to review with you the 
current ownership of Home. Reference was made 
previously by Mr. Jones to Consumers’ acquisition of 
control and a significant equity position in Home by a 
number of public and private transactions over the past 
two years. As a result of repatriation of Home shares, 
primarily from the United States, the percentage of stock 
held by Canadians has increased from 67% in 1969 to 
89% currently. This certainly qualifies Home as a Cana- 
dian owned company. 


Mr. Jones has mentioned in general terms the 
relationship between the management of Home Oil and 
Consumers’ and | will expand on his remarks. The three 
people who are responsible for the day-to-day manage- 
ment of the Company and reporting to Mr. Jones are 
Maurice Paulson, Senior Vice-President — Operations, 
Ron Coleman, Vice President, Secretary and General 
Counsel, and myself. We have the authority to execute 
the annual operating plan as represented by the Com- 
pany's budget. Items of significance outside of the broad 
terms of the budget require the approval of Mr. Jones, 
and in the case of very large or unanticipated items, the 
Board of Directors. This operating framework gives the 
Calgary executives adequate authority to operate the 
Company effectively. 


Since Home's management last appeared before the 
Society in 1965, we felt that it would be appropriate to 
briefly review the progress of the Company since then. 
Over the eight years which have elapsed, Home has 
achieved considerable growth as indicated by the follow- 
ing comparisons: 


— Gross revenue has. increased from $22 
million to $39 million, an increase of 77% 


— Cash flow from operations has increased 
from approximately $11 million to $20 
million, an increase of 82%. 


Shares outstanding have increased from about 4.8 
million to 7.8 million. This increase in equity capitaliza- 
tion is entirely consistent with the growth of Company 
activities and overall capitalization. Throughout the eight- 
year period Home has paid dividends on both classes of 
its stock totalling $24,500,000. 


We estimate that earnings for the year just completed 
will amount to approximately $7 million before extraor- 
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dinary items, or about $1 per share, while after allowance 
for extraordinary items, earnings will amount to about 
$10 million, or $1.34 per share. These earnings compare 
very favourably to 1971 earnings at .73¢ per share 
before extraordinary items. 


Estimated cash flow of $2.65 per share for 1972 com- 
pares to a cash flow of $2.24 during the previous year. 
While it is not our policy to release forecasts of cash flow 
and earnings, we can, however state that our 1973 
results will be favourably affected by an anticipated 10% 
increase of oil and gas liquids production and an ex- 
pected 13% increase of gas sales. The benefit of higher 
production will however be partly offset by increased 
Alberta oil royalties effective as of the first of this year. As 
the bulk of our reserves are located in high reserve pools 
in Alberta, Home will be substantially affected by the 
recently imposed Alberta Mineral Reserve Tax or the 
alternative increased royalty schedule. Home has 
calculated that should it elect to pay the higher royalty 
scale, 1973 earnings would be adversely affected to the 
extent of $1,300,000. The recent crude oil price increase 
of .10c per barrel will recover less than half of this 
amount and a further price increase of more than .10¢ 
per barrel would be needed to regain our previous net 
return per barrel. 


Over the past few years a program was undertaken to 
provide the Company with adequate working capital and 
to generally improve its financial position. This program 
culminated early in 1972 with the sale of a $25 million 
convertible debenture issue. Working capital improved 
from a deficit of $28 million at the end of 1970 to a 
positive working capital position on the order of $4.5 
million at the end of 1972 after providing for the current 
portion of long term debt. With our increased cash flow 
and improved working capital position, we will be able to 
finance a substantial portion of our forthcoming explora- 
tion and development program with internally generated 
funds. 


Included in the restructuring of our financial picture has 
been the sale of certain securities. It will be our policy to 
further reduce the investment portfolio as market con- 
ditions and our need for funds dictate. We currently hold 
500,000 common shares of TransCanada and the 
equivalent of 450,000 common shares of the Atlantic 
Richfield Company. These securities, carried at a cost of 
$65 million in our accounts, have a current market value 
of $58 million. It is significant to note that if Home’s in- 
vestment portfolio were to be sold at current market 
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prices the proceeds would permit liquidation of all but 
$18 million of our long term debt, which would give 
4ome an exceptionally low debt equity ratio of 0.12 in- 
dicating that the Company has a substantial reserve of 
borrowing power. With this reserve of borrowing power 
coupled with an increasing cash flow, we do not at this 
time anticipate raising money through equity financing. 


As you are aware, the oil and gas industry is remarkably 
inconsistent in its method of earnings’ determination. | 
would like to take a moment to comment on our accoun- 
ting methods. Home Oil, while using the so-called ‘full 
cost’ method, has taken a relatively conservative position 
with regard to certain items. The Company's accounting 
method normalizes income tax, a practice not followed by 
a number of other companies in our industry. We have 
also taken a conservative position with regard to foreign 
exploration costs. For example, our estimated 1972 
results provide for a tax deferral of about $1.7 million and 
as well for writing off exploration costs incurred in Malta 
amounting to in excess of $1 million. In addition, the es- 
timated 1972 results commented on previously assume 
the write-off of our investment in a gas processing plant 
in England as this venture is not living up to our expec- 
tations. | have commented on these factors to alert you 
that a comparison of reported earnings between com- 
panies can be misleading. 


In our 1973 Budget we have provided for exploration ex- 
penditures of up to $18 million compared to $12 million 
last year. Mr. Paulson will elaborate on this. A large por- 
tion of the funds required will be obtained from 
operations. Questions are often raised as to the future ex- 
ploration policy of the Company and whether the in- 
fluence of Consumers’ will act as a constraint on explora- 
tion. The figures just quoted indicate that Consumers’ is 
encouraging Home’s exploration activity. Expenditures 
for other capital items such as development diilling, 
production equipment and gas plants are expected to 
amount to about $6 million in 1973, which is about the 
same amount as last year. 


In the planning area it is pertinent to note that Home, 
with the support of Consumers’, has adopted a more for- 
mal approach to planning and allocation of its available 
capital. As evidence of this, Home established a planning 
group during 1972 which is developing a strategy for 
future allocation of funds available for investment in the 
oil and gas business and formulating long range plans for 
maintaining and hopefully improving the rate of growth of 
the Company. At the same time this group is actively 
considering prospective corporate acquisitions. 
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Maurice Paulson, our Senior Vice-President of 
Operations, will now review significant aspects of our ex- 
ploration and production activities. 


Operations When Mr. Brown appeared before 
M. P. Paulson this Society eight years ago we 

were concerned because develop- 
ment of the Canadian petroleum industry was being 
retarded by a lack of markets for potential production. 
lronically, industry and consumers alike are today worried 
that our industry will not be able to supply the potential 
demand for oil and gas. You cannot help but be aware of 
the so-called “energy crisis’’ and will already appreciate 
its implications for our industry. | will therefore only touch 
on this subject as it relates directly to Home and concen- 
trate On Our OWn operations. It will suffice to say that the 
emergence of a relatively unlimited demand for our 
production is not an unwelcome prospect. 


Ross Phillips has traced the financial growth of Home Oil 
over the period 1965 and 1972 and | will complement 
his statistics by showing slides which indicate the growth 
of our operations over the same period. In summary, oil 
and gas liquids production and gas production increased 
respectively by 90% and 60% to 1972 average daily rates 
of 24,000 barrels and 99 MMCF. Over the same period 
throughput of the Home-operated Cremona and 
Federated oil pipelines increased by 105% to a 1972 dai- 
ly average of 302,000 barrels. The Company's reserves 
of gas increased from 602 BCF to 676 BCF after 
withdrawals of 217 BCF. At the same time oil and gas 
liquids reserves grew from 115 to 141 million barrels 
despite withdrawals of 50 million barrels. However, over 
the last four years we have been unable to maintain our 
liquids reserves at the 1968 peak, reflecting the declining 
rate of discoveries by Home and the Western Canadian 
industry at large. 


In spite of the recent modest decline of liquids reserves, 
Home has a relatively good oil reserve position concen- 
trated in Alberta fields with potential for increased 
production. As a result we have the potential capability to 
take advantage of the escalating demand for oil. Plans 
are now under way to provide for a one-third greater oil 
production rate from the Swan Hills Unit — the principal 
source of Home's oil production. 


| will now briefly review our current exploration program 
beginning with Alberta. We consider Alberta to be a 
mature exploration area but prospects remain for major 
discoveries, particularly in the deep basin area parallel to 


the Rocky Mountain Foothills. Here we feel that there are 
excellent deep prospects for gas and other shallower oil 
discovery possibilities. Home intends to pursue an active 
but selective program in this area and plans to drill 
several wells in 1973. Low priority is, on the other hand, 
given to the shallow gas play in southern Alberta on the 
basis of economics. Our policy is in general to farm out 
our lands in marginal plays to get other operators to test 
such lower priority prospects at no cost to Home. 


In British Columbia we plan to follow up a 1971 gas dis- 
covery at Attachie and to drill exploration wells on other 
gas prospective acreage we hold in the north-eastern part 
of the Province. Moving east, Home is participating in a 
deep test now drilling in the Gaspe. We also have plans 
to take part in drilling on a block at Bell River in the 
Yukon and, in addition, follow up other prospects in the 
Northwest Territories. 


Our Company holds an interest in permits on Ellef 
Ringnes Island involving 246,000 gross acres, with in- 
terests varying from 25% to 100%. A reconnaissance 
seismic survey has been conducted, and Home may un- 
dertake a drilling program in this area within the next year 
or two. It is interesting to note that two Panarctic wells 
are currently drilling in the immediate vicinity of our Ellef 
Ringnes acreage, and three gas discoveries have been 
made in the general area. 


In Alaska leases near a major gas strike in the Kavik area 
are held by Home and at the present time efforts are be- 
ing made to form a unit to permit drilling on these 
holdings. In the south-eastern continental United States, 
Home has a 122% working interest in a deep play for gas 
involving the drilling of up to four wells in 1973. Each of 
these prospects has potential for a major discovery. 


The most exciting exploration play in the world today is 
the North Sea. In the United Kingdom sector of the North 
Sea, Home has a 638% interest in Block 30/2, which has 
been tested resulting in a gas condensate discovery. In 
the Scottish sector Home has a 30% interest in two 
blocks — 210/19 and 38/2. Both blocks are considered 
highly prospective by our exploration staff. The southern 
block, 38/2, is located in the general area of the Auk oil 
discovery, while the northern block, 210/19, is located in 
the general area of the Brent, Cormorant and Signal dis- 
coveries. Home has an interest in a deep water capability 
semi-submersible drilling vessel being constructed in 
Norway which is scheduled for completion early in 1974. 
We expect to use this rig to drill our two northern North 
Sea blocks beginning in 1974. 


Seismic data has been acquired for a large area in the 
Norwegian sector of the North Sea and Home anticipates 
filing applications for permits in this attractive exploration 
area. At the same time seismic data is being acquired in 
areas of interest within the portion of the Continental 
Shelf under the jurisdiction of the Irish Republic. 


Italian licenses in which Home has an interest are being 
actively explored by the Italian operator. Home is par- 
ticipating in a well to be drilled early in 1973 in the 
Aegean Sea and operated by Conoco. We also have a 5% 
interest in an exploration program being carried out by 
Burmah in Somali. 


Apart from conventional oil and gas exploration, Home 
has a direct and important stake in development of the 
Athabasca Tar Sands, as Home holds an 87'2% interest 
in a 38,000 acre tar sands lease. Extensive core hole 
drilling has indicated reserves in place of approximately 
four billion barrels, and efforts are now being made to 
form a joint venture project to develop the lease. 


In addition to its oil and gas exploration program, Home 
participates in various mining exploration programs for 
industrial minerals in partnership with major mining com- 
panies. Activities are concentrated in British Columbia, 
the Yukon, and New Brunswick. 


Now that you have the picture of Home’s operations and 
current exploration program, | would like to tell you what 
you can expect of Home in the future and later touch on 
matters of general concern to the industry. As you could 
appreciate from my review of our exploration program, 
Home has extensive exploration land holdings with 
significant representation in foreign areas. Our holdings 
are equivalent to a net interest of 5.1 million acres, but of 
these holdings about 60% are located in Canada of which 
about half are in the three Western Provinces, with the 
preponderance in Alberta. From this you can appreciate 
that the distribution of our land holdings is weighted 
towards the area of prime historical interest to the Cana- 
dian Independents — Western Canada. While we have 
high hopes for our Alberta and British Columbia plays, we 
recognize that our land spread in the Canadian frontier 
areas iS not commensurate with our position in the in- 
dustry. Accordingly, if we wish to maintain or expand our 
relative position, we feel that we should add to our pre- 
sent modest holdings in the North and possibly acquire 
an interest in the East Coast offshore play. Along with 
these objectives, we intend to consider acquisition of ad- 
ditional holdings in foreign areas with a favourable 
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business environment should opportunities arise to par- 
ticipate in plays with big potential. Ross Phillips previous- 
ly mentioned that our 1973 exploration budget provides 
for spending up to $18 million on exploration, or $6 
million more than last year’s exploration spending. Most 
of this budgeted increase has been provided for purchas- 
ing and earning interests in land and, given the oppor- 
tunity, you can expect Home to substantially increase its 
land holdings in the next year or two. 


| have previously mentioned that Home will be selective 
in committing its exploration budget. This is a policy aris- 
ing from lengthening discovery odds in Western Canada, 
inflation and higher costs associated with deeper drilling 
and exploration and development in frontier and offshore 
plays. In order to keep unit finding and development 
costs to an economically acceptable level, we must selec- 
tively search for ever larger reserves. Home's policy will 
therefore be to concentrate on prospects with big reserve 
potential. Economics are, of course, directly related to 
prices. Here | would reiterate the opinion often expressed 
by oilmen that substantial increases of oil and gas prices 
are needed to provide incentive for deeper drilling and 
frontier exploration and, further, to generate additional 
earnings to finance exploration on an expanded scale. We 
are of course looking forward to the impending redeter- 
mination of prices under our gas sales contracts. 


We believe that Home, along with other Canadian 
Independents, will play an effective role in the ever 
widening search for new petroleum reserves. Our 
Independents found a lot of oil and gas when Canadian 
oil and gas exploration was concentrated in the West, 
and we are confident that we will be able to maintain our 
record of success in the wider areas of interest in the 
‘70's and ‘80's. Home is fortunate in that it has a large 
continuing cash flow to support an aggressive exploration 
program, and with this level of activity we are optimistic 
of success. When we appear before you again, | hope to 
be able to continue our story of growth. 
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HOME OIL COMPANY LIMITED 


The Consolidated Statement of Earnings for the year ended December 31, 1972, which will appear in 


the Company’s annual report is as follows: 


1972 1971 
REVENUE 
Operating meveniiees tats ey ee ee aoe $35,732,000 $30,367,000 
INnVestNenU INCOME TE «acer eS.) sarc cee ien es 4,201,000 3,885,000 
39,933,000 34,252,000 
EXPENSE 
Operating’ Picenstetteks ccc eee PE: Moe,» oS oa oe vee 5,538,000 5 407,000 
General:and- administrativer. ws. meee... ee hoe eerie 4 062,000 4 081,000 
Depl ation ey crt ae tee ee me... de eee 9,784,000 7,088,000 
Depreciation: si eee ee EE cS coe Cie ase 2,678,000 2,216,000 
Interest and expense on long term debt .................00000- 4 601,000 4 476,000 
Dthersinterest: et teeter ets. ee cs Ch EE. 6 «sx cosla nena ee 273,000 1,939,000 © 
26,936,000 25,207,000 
Net earnings before income taxes), a. <l tects. © soe ase ae oe ee 12,997,000 9,045,000 
PROVISION FOR INCOME TAXES 
Currenitiies Cheat ste eee eemenmertes . lacs De eee 3,673,000 1,778,000 
Deferteds 2o ate Ce cat pee em MOM ey a ae ee 1,489,000 2,030,000 
5,162,000 3,808,000 
NET EARNINGS before extraordinary items 7,835,000 5 237,000 
EXTRAORDINARY ITEMS 
Gain salesOnamvestmiGntsin sctaeeeqeeeseteeoe, os a es ae 4 898,000 838,000 
Provision for writedown of investment in Lockton Gas Plant....... (2,700,000) = 
2,198,000 838,000 
NET EARNINGS cere te ee Ee. ks cee ae $10,033,000 $ 6,075,000 


BASIC AND FULLY DILUTED EARNINGS PER SHARE 


Net earnings before extraordinary items................0.+-0-- 1.06 Ay 
Extraordinary items <<... sie. se aes PEN, (os 6 0c eae .30 2 
NETNEAIR NIN GS artenn manent. 0 a epeernrame cae, (aol. hie ar eiesame foane $ 1.36 $ .85 


Net cash flow from operations amounted to $20,885,000 or $2.84 per share in 1972 as compared with 
$15,964,000 or $2.24 per share in 1971. 


The annual report, which will be mailed early in April, will contain audited financial statements together 
with details of the results of the operations of Home Oil Company Limited for the year 1972. 


Oakah L Jones, 


Chairman of The Board and 
Chief Executive Officer. 


Calgary, Alberta 
February 27, 1973 
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TO THE SHAREHOLDERS: 


Gross revenue, earnings and cash flow for the first quarter 
of 1973 reached all-time highs due to increased oil produc- 
tion and higher product prices. An improvement in profit 
margins on sales of liquid products by our U.S. marketing 
subsidiary also contributed to these results. 


The effect of higher prices and production rates was 
partly offset by increased royalties. During the three month 
period, royalties paid or payable totalled $2,080,000, 
including a provision for additional royalty on crude oil 
payable pursuant to the Alberta Government’s Oil Revenue 
Plan. Income taxes payable on 1973 first quarter earnings are 
estimated at $1,568,000 and a further $145,000 will be paid 
to various government agencies by way of mineral property 
or acreage taxes. 


In the first quarter of 1973 oil and natural gas liquids 
production net of royalties averaged 29,400 barrels per day 
compared to 23,400 barrels per day in 1972, an increase of 
26%. Gas sales averaged 117 MMcf per day, an increase of 7% 
over the same period in 1972. 


The degree of production improvement which occurred in 
the first quarter of 1973 over the same period in 1972 probably 
will not be maintained for the full year due to the pattern of 
production increases that occurred since January 1972. The 
imposition of export ceilings on crude oil is not expected to 
have a significant short term effect on the Company’s pro- 
ducing rates. 


On May 1, 1973 an increase in crude prices of $0.25 per 
barrel was announced. This price increase and our estimated 
higher production rates should yield significantly better 
results for 1973 compared to 1972. The additional revenues 
accruing to the exploration companies will enable the 
industry to step up its exploration efforts. 


During the first three months, the Company participated 
in 30 exploratory wells, 10 of which were drilled under farm- 
out agreements at no cost to Home. This program resulted in 
One oil well and one gas well. During the same period the 
Company also participated in 24 development wells, 17 of 
which were completed as oil wells and 4 as gas wells. 


The Company has made arrangements to earn additional 
interests in the Canadian Arctic and is negotiating for partici- 
pation in a play off the East Coast of Canada. 


In the United States, Home is a participant in deep gas 
plays in the states bordering the Gulf of Mexico and in the 
drilling of a deep test in Oklahoma. Additional interests have 
been acquired in foreign areas with a 25% position in 
3,212,350 offshore acres in the Sultanate of Oman where 
seismic exploration is being carried out. 


Home is a member of a five company exploration team 
known as the Delta 5 Group which is currently conducting an 
extensive seismic program in the MacKenzie River Delta. On 
Ellef Ringnes Island in the Arctic, PanArctic Oils Ltd. is 
drilling an exploratory well, ‘‘PanArctic Isachsen J-37'’, two 
miles east of a Home 100% owned lease. Nine leases totalling 
245,915 gross acres, or 140,783 net acres are held by the 
Company on Ellef Ringnes Island. 


A dividend of $0.25 per share has been declared on the 
Class A and B shares payable July 1, 1973 to shareholders of 


record June 8. 


OAKAH L JONES 
Chairman of The Board and 
Chief Executive Officer 


May 9, 1973 
Calgary, Alberta 


CONSOLIDATED STATEMENT 
OF EARNINGS 
For the Three Months ended March 31, 1973 
($000’s omitted) 


1973 197.2 
As Adjusted 
REVENUE _ (Note A) _ 
Operating revenue ....... $ 10,506 $ 8,349 
Investment income ...... 1,161 996 
11,667 9,345 
EXPENSE 
Operatingitee rea. 1,460 1,378 
General and administrative 1053 1,077 
Depletionieetanstaee epee. 2,800 2,028 
Depreciation rests a eee 534 620 
Interest and expense on 
long-term debt ....... 1,145 1,208 
Otheminterestasaeee es. 15 171 
7,007 6,482 
Net earnings before 
Incomertaxesie ease - 4,660 2,863 
PROVISION FOR 
INCOME TAXES 
Currenteie a. ces « 1,568 882 
Deferred: #: Sconce eee 233 417 
1,801 1,299 
NET EARNINGS before 
extraordinary item ....... 2,859 1,564 
EXTRAORDINARY ITEM 
Gain on sale of 
INVESTME NUS etn. — 2,703 
NET EARNINGS $ 2,859 Sao, 
BASIC EARNINGS 
PER SHARE 
Before extraordinary item .. 39¢ 21¢ 
After extraordinary item .. 39¢ 58¢ 
FULLY DILUTED EARNINGS 
PER SHARE 
Before extraordinary item. . 38¢ 21¢ 
After extraordinary item .. 38¢ 56¢ 
CASH FLOW $ 5,995 $ 4,419 
PenSharcwe ies eee ae 81¢ 60¢ 
NOTEA 


The Company has adopted, with retroactive effect, a 
policy of amortizing foreign exploration expenditures on a 
systematic basis. Previously such expenditures were deferred 
pending the results of exploration in progress in each area. 
This change in accounting had the effect of reducing net 
earnings for the three months ended March 31, 1973 by 
$291,000 ($.04 per share). Net earnings after extraordinary 
item for the three months ended March 31, 1972, previously 
reported as $4,389,000, have been restated. 


HOME OIL COMPANY LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT 
OF SOURCE AND USE OF FUNDS 
For the Three Months ended March 31, 1973 


($000’s omitted) 
1973 1972 
FUNDS WERE OBTAINED As Adjusted 
FROM (Note A) 
Net earnings before non-cash 
charges and credits $ 5,995 $ 4,419 
Issuance of capital stock .. TA 33 
Sale of investments....... — 7,829 
Long-term 
borrowings-net ....... — 24,500 
$ 6,066 $ 36,781 
FUNDS WERE USED FOR 
Property, plant and 
equipment ......4..- $ 4,293 $ 3,868 
Repayment of long- 
Weliupelae SG dems wens ee 2,701 5,060 
Net increase (decrease) 
in other non-current 
ASSE LSI Mand aes 90 (16) 
7,084 8,912 
Increase (decrease) in 
working capital ....... (1,018) 27,869 
$ 6,066 $ 36,781 
MARCH 31, 
1973 1972 


MAJOR BALANCE SHEET 
ITEMS ($000’s omitted) 


Working capital .......... 


IMWESIINENES: ob cbc co naaoe 

Property, plant and 
equipment-net ....... 

Long-term debt (less 
Current maturities) 

Gas sales prepayment 

Deferred income taxes . 

Capital and surplus 


PRODUCTION AND SALES 
Crude oil and natural gas 
liquids (barrels/day) 
Grossyees ere ere 
Net ee nee 


GrOSSiea pee es ae 
NG ES are eos cee? 


Grosse ee ee 


167,418 


64,194 
1,604 
28,553 
149,005 


As Adjusted 


(Note A) 


DORIS 
72,052 


170,049 


75,700 
1,680 
ZURIOS 
144,672 


Three Months 


1973 


1972 


27,600 
23,400 


119,700 
109,000 


10,300 
9,200 
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HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


Production, gross revenue, cash flow and net earnings continued 
at record levels during the first six months of 1973, as a result of 
higher market demand for crude oil and increased product prices. 
Operating and administrative costs remained relatively unchanged 
and interest costs decreased. 


Net production of crude oil and natural gas liquids,after deducting 
a contingency allowance for increased royalties,amounted to 29,- 
000 barrels per day compared with 23,200 barrels per day in 1972, 
an increase of 25%, Sales of natural gas averaged 113,000 Mcf per 
day, an increase of 8%. Subsequent to June 30, 1973, the Company 
elected to pay increased mineral taxes in lieu of increased royalties 
on certain oil properties and as a result,the Company's net oil 
production for the first six months will be in excess of the amount 
stated above. The election will not have a significant financial effect 
on the Company's first half results. 


Gas sale contracts on several major properties covering ap- 
proximately 60% of Home’s gas sales have been renegotiated in- 
creasing the sale price to approximately.26¢ per Mcf. The increased 
prices will come into effect in the principal fields on November 1, 
1973. Early renegotiation provisions are also included in the new 
contracts. The Alberta Government's new policy on gas royalties is 
to be announced in September. The impact of this new policy on the 
Company's revenues is unknown at this time. 


A number of purchasers of Western Canadian crude oil increased 
the price they will pay for a barrel of crude by.40¢ effective August 
1, 1973. This increase in price, along with other increases that have 
occurred in the last year, bring the price received for crude oil more 
in line with the current costs associated with replacement and 
production. 


During the period under review the Company's exploration 
program resulted in 1 oil well and 3 gas wells in Alberta and 1 gas 
well in Saskatchewan. At June 30, six wells in which Home has an 
interest were still drilling, comprising one in Alberta, one at Drake 
Point in the Arctic Islands and four in the United States. Develop- 
ment drilling during the same period resulted in 22 oil wells and 4 
gas wells in Alberta and one gas well in Saskatchewan. 


Following the drilling of an unsuccessful well, the Company has 
surrendered all its interests in the Aegean Sea. 


Home’s wholly owned U.S. subsidiary, Home Oil Company of 
Canada, participated for the first time in bidding for offshore tracts 
in the Gulf of Mexico in the U.S. Federal Lease Sale of June 19, 
1973. It was a member of a bidding group that was successful in 
acquiring one block, in which Home has a 23.75% interest, off the 
coast of Louisiana. Drilling will commence as soon as a rig becomes 
available. 


The Company has continued to actively acquire additional 
acreage by purchases at Government land sales and by farm-in 
negotiations with other companies. As at June 30, 1973, Home had 
an interest in 26,729,030 gross acres or a net acreage of 6,974.- 
757. An acreage position will be earned by the Company through 
participation with other operators in a 17,500 foot test well at 
Drake Point in the Arctic Islands. By participating in the well Home 
will earn a 5% interest in 271,423 acres in all beds below the top of 
the Permian Sands. 


CONSOLIDATED STATEMENT 
OF EARNINGS 
For the Six Months ended June 30, 1973 


($000’s omitted) 
1973 1972 
As Adjusted 
REVENUE (Note A) 
Operating revenue ...... .. $ 22,206 $ 16,764 
Investment income........ 2,244 1,966 
24,450 18,730 
EXPENSE 
Operatingi-. eet eee 2,819 2,677 
General and administrative . . 2,138 2,219 
Depletionyecae me. aca 6,358 5,276 
Depreciation=ercms aes 1,081 1,246 
Interest and expense on 
long-term debt ........ 22 2,448 
Otheninterestue. se aes oe 19 200 
14,646 14,066 
Net earnings before 
INCOMeLtAXeS Ase eee 9,804 4,664 
PROVISION FOR 
INCOME TAXES 
Curreniteesct oe ocean oe 3,329 1,596 
Deferred....... od Seen 754 634 
4,083 2,230 
NET EARNINGS before 
extraordinary item ........ 5721 2,434 
EXTRAORDINARY ITEM 
Gain on sale of investments _ 2,703 
NET EARNINGS $95) 721 Sy GSI 
BASIC EARNINGS 
PER SHARE 
Before extraordinary item .. 78¢ 33¢ 
After extraordinary item ... 78¢ 70¢ 
FULLY DILUTED EARNINGS 
PER SHARE 
Before extraordinary item .. 77¢ 33¢ 
After extraordinary item ... 77¢ 70¢ 
CASH FLOW $ 13,120 $ 9,206 
Per Share 1.78 1.25 
NOTEA 


The Company has adopted, with retroactive effect, a 
policy of amortizing foreign exploration expenditures on a 
systematic basis. Previously such expenditures were deferred 
pending the results of exploration in progress in each area. 
This change in accounting had the effect of reducing net 
earnings for the six months ended June 30, 1973 by 
$1,175,000 ($.15 per share). Net earnings after extraordinary 
item for the six months ended June 30, 1972, previously 
reported as $5,347,000, have been restated. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT 
OF SOURCE AND USE OF FUNDS 
For the Six Months ended June 30, 1973 
($000’s omitted) 


1973 1972 
FUNDS WERE OBTAINED As Adjusted 
FROM (Note A) 
Net earnings before non-cash 
charges and credits ..... $ 13,120 $ 9,206 
Issuance of capital stock ... i VAS; 76 
Sale of investments ....... ~ 7,829 
Long-term 
borrowings-net ........ ~ 24,500 
$ 13,295 $ 41,611 
FUNDS WERE USED FOR 
Property, plant and 
LGUIPMentwedi: 2 nee SS SEZ $ 8,097 
Other investments ......... 2,184 “ 
Repayment of long- 
term debt ..... oe. 4,597 6,871 
Net increase (decrease) 
in other non-current 
SSCISS ee ney ene 5: Ree 370 (121) 
Bividendspanss eres ees 2,/64 2,760. 
19,627 17,607 
Increase (decrease) in 
working capital ........ (6,332) 24,004 
$ 13,295 $ 41,611 
JUNE 30 
MAJOR BALANCE SHEET 1973 1972 
ITEMS ($000's omitted) As Adjusted 
(Note A) 
Working capital (deficiency). $ (2,054) $ 1,908 
Investments> = s.4- sc. o2 se Thee PZ 72,247 
Property, plant and 
equipment-net......... 171,016 172,654 
Long-term debt (less 
Currént maturities) ..... 62,300 73,889 
Gas sales prepayment...... 1,544 1,680 
Deferred income taxes ..... 29,074 28,209 
Capitalrandisurplttsem= = asa. 151,463 145,058 
Six Months 
PRODUCTION AND SALES 1973 1972 
Crude oil and natural gas 
liquids (barrels/day) 
Gross: Seats Sane. 36,600 27,600 
NG tien sey ews... 29,000 23,200 
Natural gas (Mcf/day) 
Grosses sere tee eee 128,400 115,300 
IN Gitar area te Pais ey 113,000 104,800 
Sulphur (long tons) 
GiOSSas e hixeo nee wee 23,800 19,500 


Nets cine Sacer 21,200 17,400 


EL6L ‘S HAGW3SAON vHO dZL 


Vida91V ‘AYV91V9 
“MS ANN3IAV HLXIS - VOE 


poyuanrry 
Aueduloy TIO sulOy{T 


EZL6L OF YAEWILdAS 
G30N3 SHLNOW ANIN 3SHL Y¥O4 


SddC IOHFAVHS OL 
IdOdda Wis IN 


4 rPO 
oar 
m4 Oo 
C2 @ 
0 ry 
4 
CAS & 
tye 
oad 
of TO 
7 > 
a 5 aa 
we OT 
Cl 
OD 
4 FT} 
(0 
ge? Ad Bi 
ve 
— 
Ch 
to 
ta 
bo 
ea 
i) 
eg 
ps 
s 
et 


yO dZ1 epeued ‘evaqiy ‘AvebjeD 


"M’S anuary 449 - OE 


G3LIWIT ANVdWODS 110 SWOH 


J20I}}Q BAIINDEXZ yalyd 
pue juapisald 


sdiiud “43 oY 


‘passiw AjjeaiB aq IM Auedwoy ey} 
0} UOIJNI4ZUOD BAIJONIJSUOD PUe Ul JSa1a}UI BAI}Oe SIH 
‘JODO BAIINDOXA JalyD Ppue URWUIeYD ‘sauOor 7 YeyeO 
‘IW JO EZBL ‘8 49qG0190 UO Bulssed pajoadxaun ayy 
sps0oe1 Auedwos 94} Jey} 181601 punojoid YyIM SI! }| 


‘pueog ay} 
fO UBWHIEYD P2}99/9 SEM UO JIA EZLEL ‘OE 412990} 
-00 UC ‘s10}9a1IG pajulodde asam Jajuadiey “AA ‘HO 
“IW Pue Uljuyd 'S’D ‘Ww 4 ‘Ajjueoes siowW pue ‘pieog 
84} 0} pejulodde asam uosjned ‘qd ‘WW IN pue sdiyiud 
‘44 “JIA ‘IsnBny uy Woda jse] ino aoUIS sIOJOIIIG 
JO pueog ay} ul saBueyd jesaAes UVseq aAeY B19y] 


‘jasunoy) 
jesQuad pue Ajejai0asS se saljNp siy anuljUOd |jIM pue 
‘JUBPISBIg-9dIA JOIUaG PaweU SeM jasUuNOos, je1aUayH 
pue Aiejasoag ‘JUapIsaig-adIA AjwawOy ‘UeWa]OD “g 
‘'Y JIN seBeueyy jes9ued Pue JUaPISasg-9dIA BAI]NDG 
-xq pejulodde sem suoijesad(C JUapisaig-3d!I/A 1OIUaS Aj 
-JBWIOJ ‘UOS|INEY ‘G ‘W AW Pue “J90IO BAIINIAXY JalyD 
pue juepisaig pajulodde sem adueul4 jUapisasdg-adi/ 
JOIUaS AjsauO} ‘sdijiud “4 °Y JW ‘peounouue Ajjus8da 
819M S}UuaWjUIOdde BAIINDeXyZ JOIUSS JO JaquINU Vv 


‘%Q_ Ajayewixoidde 40 ‘saieys 
OG8'SZP jO SIsisuod MOU AJINDS Ul JSa1aj]UI S aWOH 
‘JUBWYSBAU! JOJ PjJOY O} pseiHBe sAeY suUOI{N{}sSUI 
ay} yoluM AUuedwo’ au} JO seseus _v,, SSe|D OOO'SGL 
pue QOO'LO0S'1$ JO paisisuod saieys ay} JO} JUBW 
-Aed ‘parwiy 1d Moquiey-AluNdg JO saseYys OG9'9LZ 
SJOJSOAU! JeUOI}NYSUI UeIPeUeD JO Jaquinu e WO 
paseyoind ewoH ‘OE Jequiaj}dasg o} JUanbasqns 


‘saBieyo JSaia}Ul JaMO} O} 
@NP PSAOIJGWI! aq [JIM MOj} YSPD |]EJBAGC ‘1QEep W498} Huo} 
ul uOI}ONpas jeljueIsqns e Ul pajjnse: sey siuj ‘Aued 
-WO%) a4} JO SoleUS V,, SSEID EVG'ZTGQ OlUl paVEA 
-uod sem Hulpuejs}no JunOoWe jedisuud QQO’000'SZ$ 
84} JC OOO'SL8'7Z$'1INSA1 e SY “ZE6L ‘1 Aleniqay 
anp ‘sainjueqeaq paj}eulpsoqnsg ajqiueAu0og %Y%G 
S}| UOl}dWapas 10} pajyjeo Auedwoy ay} ‘IsnBbny u| 


ee 


TO THE SHAREHOLDERS: 


Production, gross revenue, cash flow and net ear- 
nings continued at record levels for the third quarter in 
1973 primarily as a result of higher market demand 
for crude oil and increased product prices. 


Production of crude oil and natural gas liquids for 
the nine month period increased to 30,000 barrels per 
day, after deduction of royalties, Compared with 
23,800 barrels per day during the same period of 
1972. Natural gas sales rose to 106,000 Mcf. per day 
compared to 102,200 Mcf. per day a year ago. 


Revenue gains derived from crude oil price in- 
creases have been partially offset by the higher royalty 
rates and the new mineral reserve tax in Alberta. Dur- 
ing the nine month period, royalties and mineral taxes 
totalled $6,801,000. In addition, current income taxes 
payable are estimated at $4,671,000 with a further 
$262,000 being paid for pipeline and property taxes. 
The Company believes that Canadian crude oil prices 
must be allowed to align themselves to world crude oil 
prices. This is particularly true in light of the large 
Capital outlays required for exploration in frontier 
areas, the increasing cost of replacing reserves and 
the strong demand for Canadian crude. 


Home had an interest in 53 exploratory wells dur- 
ing the period ending September 30, 1973. This 
Program resulted in one oil well, 7 gas wells and 34 
abandonments with 11 wells still drilling. One of the 
natural gas discoveries, located in Custer County, 
Oklahoma, was drilled on acreage farmed-in and 
follow-up drilling will commence in the near future to 
more fully evaluate the gas potential in the area. 


In continuing its efforts to broaden its land 
holdings, the Company has entered into a joint venture 
with Panarctic involving a part of Home’s acreage on 
Ellef Ringnes Island with a part of Panarctic’s holdings 
on Eglington Island, Amund Ringnes Island and 
Ellesmere Island. A well is planned on this acreage 
during the winter drilling season. The Company 
previously announced that it had purchased Axel 
Heiberg Oil Company's interest in 9 favourably 
located oil and gas exploration permits on Axel 
Heiberg Island. 


The Company will earn a 624% interest in ap- 
proximately 1,960,000 acres of offshore permits by 
participating in the drilling of a well on the Grand 
Banks offshore Newfoundland, with the option to earn 
a further 314% interest by participating in the drilling of 
a second well. The inital well is expected to start in 
December, 1973. 


The marine seismic survey conducted offshore 
Oman, in the Sultanate of Oman, resulted in Home 
and its partners electing to drill an exploratory well to 
earn an interest in the concession. Drilling is expected 
to commence early in 1974. 


CONSOLIDATED STATEMENT 
OF EARNINGS 


For the Nine Months Ended 
September 30, 1973 
($000’s omitted) 


1973 1972 
As Adjusted 
(Note A) 
REVENUE 
Operating revenue ........ $ 36,057 Se2 577.317 
Investment income........ 3,449 3,067 
39,506 28,804 
EXPENSE 
Operating en oy, e222 3,944 
General and administrative . . S27 Sleeal 
Depletion te poke Oi, 7,479 
Depreciationeia. 1,620 1,928 
Interest and expense on 
long-term debt ........ 3,083 - 3,665 
Otherninterestem oe 36 245 
22,765 20,432 
Net earnings before 
iIncome:taxese. 45 joes. 16,741 8,372 
PROVISION FOR 
INCOME TAXES ......... 6,760 3,411 
NET EARNINGS before 
extraordinary item........ 9,981 4,961 
EXTRAORDINARY ITEM 
Gain (loss) on sale of 
investments (295) 2,710 
NET EARNINGS $ 9,686 Smee Gval 
BASIC EARNINGS 
PER SHARE 
Before extraordinary item.. §$ 1.34 $ .67 
After extraordinary item. . . 1.30 1.04 
FULLY DILUTED EARNINGS 
PER SHARE 
Before extraordinary item.. $ 1233 $ .67 
After extraordinary item. . . 1.29 1.03 
CASH FLOW $ 21,731 $ 14373 
Per Share 2.91 1.95 
NOTE A 


The Company has adopted, with retroactive effect, a 
policy of amortizing foreign exploration expenditures on a 
systematic basis. Previously such expenditures were deferred 
pending the results of exploration in progress in each area. 
This change in accounting had the effect of reducing net 
earnings for the nine months ended September 30, 1973 by 
$1,514,000 ($.20 per share). Net earnings after extraordinary 
item for the nine months ended September 30, 1972, pre- 
viously reported as $8,187,000, have been restated. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT 


OF SOURCE AND USE OF FUNDS 


September 30, 1973 
($000’s omitted) 


For the Nine Months Ended 


1973 1972 
FUNDS WERE OBTAINED As Adjusted 
FROM (Note A) 
Net earnings before non-cash 
charges andcredits ..... SAL Zei| $ 14,373 
Issuance of capital stock... . 431 114 
Sale of investments........ 3,191 7,946 
Long-term 
borrowings — net ...... _ 24,500 
$ 25,353 $ 46,933 
FUNDS WERE USED FOR 
Property, plant and 
EQUIPMenitan ee $ 16,221 $ 9,576 
Investment in 
Scurry-Rainbow 
Oiseimitedeeee es 5,184 _ 
Repayment of long- 
tenmiudeb teasers sce, 7,239 8,620 
Net increase (decrease) 
in other non-current 
ASSEtSaarwnee ent hence ee 846 (62) 
Dividends = eeu eo 2,847 2,761 
32,337 20,895 
Increase (decrease) in 
working capital ........ (6,984) 26,038 
$ 25,353 $ 46,933 
SEPTEMBER 30, 
MAJOR BALANCE SHEET 1973 1972 
ITEMS ($000's omitted) As Adjusted 
(Note A) 
Working capital (deficiency) $ (2,705) $ 3,942 
iinvestments=s aan 4 enna 7327 72,463 
Property, plant and 
equipment — net....... 174,249 170,491 
Long-term debt (less 
current maturities) ..... 34,861 72,139 
Gas sales prepayment ...... 1,506 1,680 
Deferred income taxes ..... 30,521 27,507 
Capital andsurplus ....... 179,856 147,628 
Nine Months 
PRODUCTION AND SALES 1973 1972 
Crude oil and natural gas 
liquids (barrels/day) 
GiOSS he tree: 35,500 28,700 
Neto aera 30,000 23,800 
Natural gas (Mcf/day) 
(GROSS Aer wet oe oe ae 121,100 111,400 
INGER risers conte 106,000 102,200 
Sulphur (long tons) 
Grosstst eee 34,300 34,100 
Notice eee 30,600 30,300 


OAKAH L JONES 
1901 - 1973 


Oakah Jones joined Home Oil Company Limited as Chairman 

of the Board in April, 1971 following the purchase by The 
Consumers’ Gas Company of the controlling interest in Cygnus 
Corporation Limited and Home Oil Company Limited. 


His outstanding ability and energy, high principles and integrity 
and his sincere concern for people earned the respect of all with 
whom he came in contact. 


Home Oil Company Limited will long remember the 
contributions he made during his association with this Company. 


DIRECTORS 


*ANTHONY G. S. GRIFFIN (Toronto, Ontario) 


Chairman of the Boards of the Company, Triarch Corporation 
Limited, The Commercial Life Assurance Company of Canada, 
The Halifax Insurance Company. 


President: Toronto & London Investment Company Limited. 


Director: The Consumers’ Gas Company, Canadian Corporate 
Management Company Limited, Canadian Industries Limited, 
Raymond International Inc., Houston, Texas, United Dominions 
Corporation (Canada) Limited, Victoria & Grey Trust Company, 
Waltec Enterprises Limited, National Film Board. 


GEORGE W. CARPENTER (Toronto, Ontario) 


Executive Vice-President and Director of The Consumers’ Gas 
Company. 


MARSH A. COOPER (Toronto, Ontario) 

President and Managing Director of Falconbridge Nickel Mines 
Limited. 

Chairman of the Board of Mcintyre Porcupine Mines Limited. 


Director: Abitibi Paper Company Ltd., Crown Life Insurance 
Company, Canadian Imperial Bank of Commerce, Mogul of 
Ireland Limited, Texas Eastern Transmission Corporation, Burns 
Foods Limited, Superior Oil Company. 


Governor of Laurentian University, Sudbury. 


PERCY M. FOX (Bermuda) 
Chairman of the Board of the Great Lakes Paper Company, 
Limited. 


Director: The Royal Trust Company, St. Lawrence Corporation 
Limited. 


*J. DOUGLAS GIBSON, 0.8: Es (Toronto; Ontario) 


Chairman of the Boards of The Consumers’ Gas Company, 
Canadian Reinsurance and Canadian Reassurance Companies, 
Eddy Match Company Limited. 


Director: The Imperial Life Assurance Company of Canada, 
National Trust Company Limited, Harding Carpets Limited, 
Steel Company of Canada Limited, Bell Canada, Moore Corpor- 
ation Limited, Northern Electric Company, Limited. 


Chairman of the Board of Trustees, Queen’s University. 


*THE HON. HARRY W. HAYS, P.C. (Calgary, Alberta) 


Rancher. 
Member of the Senate of Canada. 


Director: Canada Permanent Companies, Lakeside Cattle Fund, 
The Canada Studies Foundation, Burritt Travel Agencies. 


Life Director of the Calgary Exhibition and Stampede. 


JAMES INNES (London, England) 


Investment Consultant, Hedderwick, Borthwick and Co. 
Chairman of the University Life Assurance Society. 
Director: Home Oil of Canada Limited. 


WILLIAM F. JAMES, Ph.D. (Toronto, Ontario) 


Partner of James & Buffam. 
Vice-President and Director of Alminex Limited. 


Director: Eldorado Nuclear Limited, Falconbridge Nickel Mines 
Limited, Dome Mines Limited, The Granby Mining Company, 
Limited. 


*HENRY E. LANGFORD, Q.C. (Toronto, Ontario) 


Director: The Consumers’ Gas Company, The Dominion of Can- 
ada General Insurance Company, Victoria & Grey Trust Com- 
pany, The Empire Life Insurance Company, E. L. Financial 
Corporation, Casualty Insurance Company, Geo. J. McLeod 
Co. Ltd., Ontario Hospital Association, Family Planning Associa- 
tio of Canada. 


Chairman, CARE of Canada. 


*JOSEPH C. McCARTHY (Toronto, Ontario) 
President and Chief Executive Officer and Director of The 
Consumers’ Gas Company. 


Chairman of the Board and Managing Director of Cygnus 
Corporation Limited. 


Director: The Toronto-Dominion Bank. 


THE RT. HON. LORD McFADZEAN (London, Eng.) 


Deputy Chairman, Midland Bank Limited, London, England. 
Chairman of the Board of Home Oil of Canada Limited. 


Chairman of the Boards of Canada Life Unit Trust Managers 
Limited, Standard Broadcasting Corporation (U.K.) Limited. 
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SUMMARY OF 1973 OPERATIONS 


1973 

FINANCIAL 
tress Operating Revenue... 6.06 et be eed eee ee $ 56,014,000 
Meomeoc Ow FLOM Operations F668 sae See ede ne Cee $ 31,845,000 

PREIS) UGLY aR ak a a Er Se CS eats: 
Neuearmings Before ExtraordinaryitOMS. «scene eos cee os $ 14,512,000 

TET SEIS oy RIE | aCe ma a eG on a ee $ 1.90 
Net Earnings After Extraordinary Items .................. $ 14,217,000 

LPS ESS ee Econ na ote te See ree ee $ 1.86 
MIO EMESHDCCIARCO Crt clei 4. 5A eit renee) ey ea oe, ng Mine i Ls $ 3,875,000 

BemOlass- A: SiN are fe welew: bok St Mein hs oe Glee ee Ny, bie eg, Su 0:50 

POMElIASS BOAO mee each Nate, BE wee Se eR aie ahs So 0:50 
MOiking japitaLAlDecemberst 2iswcl a. we ean ae $ (3,052,000) 
ExPloratiOnseE XDeMmGitUleStrs <.s)5 cop ok 6k ie eave eee alee ee $ 17,720,000 
WeVelOOMeninEXDENOMULCS is .. 5 e5 cage ieee os case. eho ic $ 3,478,000 
OPERATING* 
Crude Oil Production — Barrels Per Day.................. 31,849 
Natural Gas Liquids Production — Barrels Per Day ......... 4,181 
Natural Gas Sales — Million Cubic Feet Per Day............ 121.5 
SUMS alesse ONDA HOS @ racu cloth eames Bus Neca rn c bins, cai 48,884 
Pipeline Throughputs 

Federated Pipe Lines Ltd. — Barrels Per Day .......... 330,420 

Cremona Pipeline Division — Barrels Per Day ......... 45,817 
Exploration Acreage At December 31 

CGOSSHACKOSS FAs, ae tocar oie ame ci iy aR eee PEAY acs oii tk, PATE oe ej ors: 

NG ipAGhOS maw, suche ce S60. i.s a ns Pons MR a te 7,340,102 


* Daily Production Statistics Shown As Company’s Share Before Deduction Of Royalties. 
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$39,933,000 
$20,885,000 
$ 2.84 
$ 7,090,000 
$ 0.96 
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Seb 
$ 3,690,000 
$ 0.50 
3 = 50:50 
$ 4,279,000 
$10,272,000 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


In presenting this, the forty-fifth, annual report of Home Oil Company 
Limited, the Board of Directors records with deep regret the sudden loss 
of our former Chairman of the Board and Chief Executive Officer, 
Mr. Oakah L Jones. During his involvement with the Company, from 
April, 1971 until his death in October, 1973, Mr. Jones encouraged the 
active exploration which had characterized the Company in the past and 
his leadership contributed greatly to the continuing growth of the 
Company. 


The Company again recorded significant increases in revenue, net 
income and cash flow from operations. Prices averaged considerably 
higher than the previous year and production volumes were at record 
levels. Expenditures for exploration and development also increased 
substantially over last year aggregating $21,198,000 as compared to 
$15,526,000 in 1972. In common with many companies in the Canadian 
industry, the Company failed to replace through exploration and develop- 
ment efforts the reserves depleted during the year and this is a matter 
of continuing concern to your Directors. In addition the Company is 
faced with the problem of steadily increasing exploration costs associated 
with the search for hydrocarbon reserves in Canada, particularly in the 
frontier areas. These increasing costs, coupled with the lower success 
rate on finding new reserves experienced by the industry, have resulted 
in a much higher cost per barrel on replacement reserves. 


Home improved its land position in 1973 by acquiring acreage in the 
Arctic Islands, offshore Eastern Canada, the Gulf of Mexico and other 
selected areas. Substantial geophysical expenditures were incurred in 
1973 in preparation for drilling in subsequent years. Exploratory drilling 
planned for 1974 includes a number of wells in both Canada and the 
United States including one well in the Gulf of Mexico offshore Louisiana. 
In addition, the Company plans to drill two wells in the North Sea and a 
well on a concession offshore Oman. 


During 1973 considerable progress was made in our Athabasca tar 
sands program. Exploration activities were continued on the 87.5% owned 
lease and preliminary studies were undertaken to determine the mining 
and processing facilities required to produce 100,000 barrels daily of 
synthetic crude. In 1974, the Company plans to form a consortium for 
the development of the lease and will file an application with the Province 
of Alberta for the necessary government permits. 


Home is joining with two other companies in a joint venture for the 
exploration for coal in Western Canada. Increasing energy costs have 
markedly enhanced the importance of coal as a necessary energy source. 
In addition, the Company is participating with others in base metal ex- 
ploration on Cornwallis Island and in a gold mining prospect in the 
interior of British Columbia. 


The “Odin Drill’, a semi-submersible drilling vessel in which Home 
has a 20% interest and which is capable of drilling in 600 feet of water, 
is nearing completion in Norway. After sea trials early in the second 


quarter it will move to drill a well on North Sea License 210/19, in which 
Home has a 30% interest, with a second Home well to be drilled later in 
1974 at a location yet to be selected. The construction cost of the “Odin 
Drill” is estimated at $28 million. 


In 1973 Home purchased 475,850 shares of Scurry-Rainbow Oil 
Limited, representing approximately 18% of its outstanding shares. 
Scurry-Rainbow has crude oil and natural gas production in Canada, 
exploration acreage in Canada, the United States and onshore and 
offshore United Kingdom and coal mining prospects in Alberta and British 
Columbia. 


In 1973, Home’s United States subsidiaries were reorganized and all 
of the Company’s U.S. marketing and exploration activities are now 
carried out by one operating subsidiary, Home Petroleum Corporation. 
This will provide a more efficient operation in the administration of our 
U.S. activities. In 1974, Home Petroleum Corporation entered into a 
purchase agreement for the acquisition of underground storage in 
Kansas at a cost of approximately $9 million. This facility, which will 
enhance the U.S. marketing activity in 1974, has a capacity of approx- 
imately 8 million barrels for the storage of propane and other liquids. 


In the latter part of 1973, the Federal Government requested the 
industry to accept a voluntary price freeze and imposed a tax on crude 
oil exported from Canada. These measures were designed to protect 
Canadian consumers in the short term from rapidly escalating world 
prices and to ensure that exported Canadian crude was sold at fair value. 
The present price freeze will terminate on March 31, 1974 as a result of 
decisions reached at the January Energy Conference between the 
Federal and Provincial Governments. While Government policies with 
respect to long-term energy prices and supply remain somewhat unclear 
at this time, the overriding objectives appear to be a self-sufficient 
energy position and a uniform domestic price for crude oil, excluding 
transmission costs, in all areas of Canada. 


Your Directors believe that continuing self-sufficiency can only be 
maintained if the Federal Government and the Provinces recognize that 
the industry must generate sufficient funds and earn sufficient profits 
from its present producing operations to permit it to finance both 
internally and externally through the financial markets the large-scale 
expenditures that are critical to the development of the Tar Sands and to 
the intensive and expensive exploration programs in the remote areas of 
Canada. The outlays in such programs are very large and the lead times 
to actual available production are very long. Oil and gas pricing policies, 
if they are to achieve self-sufficiency in the ’80’s and ’90’s, must take these 
factors into account. Realistic pricing means that, leaving aside tempor- 
ary expedients to cushion the shock of sudden escalation which we 
have seen at the end of 1973, the Canadian price will reflect the world 
price. This in turn will ensure first, active and vigorous exploration and 
development activity within Canada and second, a sound and efficient 
use of petroleum products with a minimization of waste. 


Your Directors also believe that the proposed National Petroleum 
Corporation can best serve the national interest if it is structured to 
complement, rather than detract from, the efforts of existing Canadian 
independent companies. Thus, it should not in our opinion receive a 
more preferential treatment on land holdings and other matters than any 
other Canadian independent company; otherwise it will thwart the growth 
potential of existing Canadian companies. The optimum development 
of Canada’s oil and gas resources requires not only huge amounts of risk 
capital but also diversity of judgment and expertise that results from 
many exploration ideas in a competitive environment and these ingredi- 
ents would be damaged if in effect a “protected” corporation were to 
compete on an unequal basis. 


The Alberta Petroleum Marketing Commission, which was estab- 
lished by the Alberta Government in December, 1973, will commence 
operations on March 1, 1974. This commission is to be the sole purchaser 
of crude oil produced on Crown lands in the Province, which represents 
approximately 85% of the total oil production in Alberta, and will market 
this oil at the best price available. It is hoped that, after the price freeze 
is lifted on March 31, 1974, the amount received by the producer will 
ultimately equate fairly with the settled world price. 


Under the Alberta Oil Revenue Plan which became effective January 
1, 1973, the Company elected to pay increased mineral taxes in lieu of 
increased royalties on certain oil properties. In the latter part of 1973, 
the Government of Alberta announced that this Oil Revenue Plan was 
being rescinded, to be replaced by a revised royalty scheme. At the end 
of January, 1974, it was revealed that the new increased crude oil royalty 
system would probably be released in late March, 1974. We are, there- 
fore, unable to measure, at the time of writing this report, what impact 
this revised royalty scheme will have on the Company’s revenues. We 
are hopeful, however, that the Government’s announced intention to hold 
discussions with the industry on the implementation of this policy will 
materialize and that the industry’s viewpoint will receive appropriate 
consideration. 


On January 31, 1974 the Government of Alberta announced in- 
creased royalty rates for natural gas and natural gas by-products effective 
January 1, 1974. The natural gas royalty rate is to increase from 16.7% 
to 22% for gas which has a selling price of 26¢ per Mcf or less. Incremental 
royalty rates will be applied on gas prices above 26¢ per Mcf. A maximum 
royalty of 65% will be applied against the incremental price of gas which 
exceeds 72¢ per Mcf. A lesser rate will apply to new reserves discovered 
in the Province. Changes were also made in the method of calculating 
royalties on natural gas liquids. At the same time, the Government of 
Alberta amended its drilling incentive program to encourage exploration 
drilling activity in the Province. 


Recent legislation in the Provinces of Saskatchewan and British 
Columbia will have a negligible effect on the Company’s production 


revenues but future exploration activities in these areas will be viewed 
in light of these governmental actions. 


During 1973, anumber of senior executive appointments were made. 
Mr. R. F. Phillips was appointed President and, following the death of 
Mr. Jones, was also named Chief Executive Officer. Mr. M. P. Paulson 
was appointed Executive Vice-President and General Manager and 
Mr. R. B. Coleman was named Senior Vice-President and will continue 
his duties as Secretary and General Counsel. In addition, the following 
senior appointments were made: Mr. R. E. Humphreys, Vice-President, 
Exploration; Mr. G. Fong, General Manager, Exploration; Mr. W. D. 
Lundberg, Vice-President, Producing Operations; Mr. B. B. Rombough, 
Vice-President, Finance; Mr. D. E. Deakin, Treasurer; Mr. B. F. MacNeill, 
Comptroller. 


There have been several changes in the Board of Directors since our 
last annual report. In August, Messrs. R. F. Phillips and M. P. Paulson 
were appointed to the Board and more recently Mr. A. G. S. Griffin and 
Mr. G. W. Carpenter were appointed Directors. On October 30, 1973, 
Mr. Griffin was elected Chairman of the Board. These appointments 
were made to fill vacancies created by the death of Mr. Oakah L Jones 
and the resignation of Messrs. F. W. Hurst, F.G. Mitchell and R.S. 
Paddon. The Board gratefully acknowledges the contribution made by 
these former Directors. 


One of the major factors contributing to the Company’s ability to 
realize its growth potential is the dedicated efforts of the employees. 
The Board highly commends the capable manner in which the employees 
carried out their varied responsibilities during the past year. 


Submitted on behalf of the Board of Directors. 


He Ly, Ma. 


et ee 


Chairman of the Board 


President and Chief Executive Officer 


Calgary, Alberta 
February 26, 1974 


REVIEW OF ACTIVITIES 


EXPLORATION 

In 1973 Home continued the policy of exploring 
for prospects having potential for large reserves. 
A strong program of data gathering and drilling was 
carried out in the frontier areas of Canada and in 
selected foreign areas and an expanded penetration 
into the United States was accomplished. At the 
same time a continuing program of exploration for 
medium to large reserves was followed in Western 
Canada. Exploration on less promising holdings 
was accelerated by farmouts to other operators. 
These activities were complemented by a continuing 
effort to further increase land holdings. Exploration 
expenditures totalled $17,720,000, up 72.5% from 
$10,272,000 in 1972. 


At year end, the Company’s land holdings 
totalled 27,651,163 gross acres or 7,340,102 net 
acres aS compared to 21,617,960 gross acres or 
5,796,811 net acres at the end of 1972. 


Home was involved in the drilling of a total of 
63 exploratory wells in 1973, resulting in eleven gas 
wells in Alberta, one gas well in Saskatchewan, one 
gas well in Oklahoma and one potential gas well in 
Wyoming. Forty-nine were dry and abandoned and 
twenty additional exploratory wells were either 
drilling or temporarily suspended at year end. 


Home increased its holdings in the Arctic 
Islands by acquiring an interest in land over a large 
geological structure on Axel Heiberg Island. It 
further expanded its interests by entering into a 
joint venture with Panarctic involving a part of 
Home’s acreage on Ellef Ringnes Island with a part 
of Panarctic’s acreage on Eglinton Island, Amund 
Ringnes Island and Ellesmere Island. Additional 
seismic was acquired and Home is participating 
with Panarctic in the drilling of a well on Ellef 
Ringnes Island and in a deep test at Drake Point on 
Melville Island. 


Home is a member of a five company consor- 
tium which has completed a program of seismic 
exploration in the Mackenzie Delta. This is part of a 
long range objective of data gathering to be followed 
by land acquisition. 


Offshore Eastern Canada, Home was partici- 
pating at year-end in the drilling of a well on the 
Grand Banks which has subsequently been aban- 
doned. This well earned Home its first land holdings 
in this prospective frontier area. 


in the United States, Home was active in a 


number of States, the most notable being Alabama, 
Louisiana, Mississippi, Montana, North Dakota, 
Oklahoma and South Dakota. The American plays 
involved a variety of geological prospects, each 
with large reserves potential. The Company partici- 
pated for the first time in competitive bidding for 
offshore acreage in the Gulf of Mexico and is a 
member of a group which acquired one Block off- 
shore Louisiana. Drilling on the Block commenced 
on February 18, 1974. 


The Company continued to acquire seismic 
and to carry out detailed studies in the area of Blocks 
210/19 and 38/2, in which we have a 30% interest, 
in the U.K. sector of the North Sea. Home also has 
a 6.38% interest in Block 30/2 on which a gas con- 
densate discovery was drilled in 1971 and further 
activity on this block is dependent upon develop- 
ments in the immediate areas. 


In anticipation of a fifth round of awards by the 
U.K. Department of Trade and Industry, the Com- 
pany has acquired a large amount of seismic data 
covering almost all of the unlicensed Blocks of the 
North Sea, West Shetlands and English Channel 
areas. This will form the basis for evaluating the 
Blocks that the Government may eventually offer. 


The Company, as operator for an international 
consortium, made application to the Norwegian 
Department of Industry for several of the Blocks 
located in the Norwegian sector of the North Sea. 
However, the Company does not know when the 
awards from these applications will be made. 


Applications for concessions have been made 
with the governments of India and Portugal. The 
interpretation of the geophysical and geological data 
has been completed on the concession offshore 
Oman and a well is planned for late 1974. In the 
Republic of Somali Home participated in the acquisi- 
tion of a new Exploration Permit Area. 


The Company continued its mining explora- 
tion activities in 1973, being involved in 18 projects. 
The majority of these were located in British Colum- 
bia, others being located in the Yukon-Northwest 
Territories, Arctic Islands, Saskatchewan and 
Ontario. The primary search has been for base metal 
deposits and with the exception of four areas, 
further exploration is planned for 1974. 


Evaluation of a gold prospect is being con- 
ducted at Wells, British Columbia, on the Mosquito 
Creek project. Following a diamond drilling pro- 
gram, shaft sinking is now underway. 


EXPLORATION ACREAGE EXPLORATION EXPENDITURES 
[Ener acres Ml cross acres 
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Oil Pipelines operated by Home Oil 


EXPLORATION ACREAGE, JANUARY 1, 1974 


Petroleum & Natural Gas Reservations, Licences 
Leases and Permits Totals 
Gross Net Gross Net Gross Net 

Canada : 
Alberta. ccc nee 2,555,254 1,123,683 745,882 278,692 3,301,136 1,402,375 co 
Arctic islands 23.5 3 — — 1,874,099 662,042 1,874,099 662,042 
British Columbia. ci 62,715 15,026 1,064,652 432,025 1,127 367 447,051 
Hudson Bay te — — 898,431 898,431 898,431 898,431 
Newfoundland. 3.3.3. — — 1,961,922 130,795 1,961,922 130,795 
Northwest Territories 0.0.0.0... — — 400,728 86,778 400,728 86,778 
Ontario A es 150 19 — — 150 19 
QUEDEC (ie a, — — 325,800 48,870 325,800 48,870 
Saskatchewan ......... ae 207,455 UAE 808,160 764,320 1,015,615 840,097 
Yukon Territory _ — 1,032,561 281,337 1,032,561 281,337 

2,825,574 1,214,505 G412,235 3,583,290 11,937,809 4,797,795 
Europe 
WalV. vac OR ie Se _ — 1,391,443 316,463 1,391,443 316,463 
Maltase cee eS see — — 426,218 90,571 426,218 90,571 
North Sea (UK) ooo cae o ee — — 162,207 35,466 162,207 35,466 
NORKSAIFE (IK) ee eae aero — — 459,561 229,781 459,561 229,781 

— _ 2,439,429 672,281 2,439,429 672,281 

United States 
Alaska oc es ae 537,586 367 ,898 — — 537,586 367,898 
California ane ee 4,079 442 = —_— 4,079 442 
Utah oe ee 81,642 37,005 — — 81,642 37,005 
WYOMINGs hee ee 156,742 75,712 — ae 156,742 5,712 
North-central States (1) .... 231,846 124,215 — — 231,846 124,215 
Southeastern States (2) .... 90,510 13,874 — — 90,510 13,874 

1,102,405 619,146 = ace 1,102,405 619,146 
Others 
OMAN cee es ae chan ale ee ee — — 3,211,520 802,880 3,211,520 802,880 
Somali: Republic <5 a0 3 — — 8,960,000 ~ 448,000 8,960,000 448,000 
TOtal ae ee 3,927,979 1,833,651 23,723,184 5,506,451 27,651,163 7,340,102 


(1) Montana, North Dakota, South Dakota. 
(2) Alabama, Louisiana, Mississippi, Oklahoma, Texas. 
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RESERVES 

The Company’s proven developed crude oil, 
natural gas liquids, natural gas and sulphur reserves 
at January 1, 1974, are summarized in the accom- 
panying table. The Company has changed _ its 
method of reporting reserves and production statis- 
tics, commencing January 1, 1973, from net after 
deduction of all royalties to company’s share of 
gross before deduction of royalties. The January 1, 
1973 reserves on the accompanying table have been 
restated to reflect this change. 


PROVEN DEVELOPED RESERVES 


(Before Deduction of Royalties) 


Jan. 1, 1974 Jan. 1, 1973 


Crude Oil — barrels...................00. 140,140,900 151,320,600 
Natural Gas Liquids — barrels...... 15,560,500 16,646,200 
Natural Gas — 

thousand cubic feet....................0. 726,228,000 807,701,000 
SUlphUm—ONGHOMStcesssscse eee 1,662,900 1,712,700 


PROVEN DEVELOPED RESERVES 
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PRODUCTION 

Record volumes of crude oil, natural gas liquids 
(condensate, propane and butane) and natural gas 
were produced and sold in 1973. 


Crude oil and natural gas liquids production 
before the deduction of royalties averaged 36,030 
barrels per day, an increase of 22.6 per cent over the 
29,385 barrels per day produced in 1972. Natural 
gas production averaged 121.5 million cubic feet 
per day, or 5.5 per cent higher than the 1972 average 
of 115.2 million cubic feet per day. Sulphur produc- 
tion in 1973 was 49,267 long tons as compared with 
57,336 long tons in 1972. The increase in crude oil 
production is the result of expanded producing 


facilities completed late in 1972 including major 
water injection facilities in the Swan Hills Unit, 
Virginia Hills Unit and Mitsue Unit properties. The 
first full year of gas production from the Harmattan- 
Elkton Unit contributed substantially to the in- 
creased gas sales. 


At the end of 1973, gas sale contracts have 
been renegotiated on approximately 88% of Home’s 
contracted gas, which accounts for approximately 
78% of the Company’s gas sales. The new contracts 
increase the base sales price range to 20¢ - 27¢ per 
Mcf from the previous range of 14¢ - 18.8¢ per Mcf, 
effective at various times during the year. Early 
renegotiation provisions are also included in the new 
contracts. 


In Alberta, where the Company obtains virtually 
all of its crude oil production, the majority of oil pools 
are presently producing at or near the maximum 
physical capacity of production facilities installed. 
In the Swan Hills Unit, in which the Company has a 
17.2% interest and which accounted for 53% of the 
Company’s 1973 crude oil production, development 
projects are planned for 1974 which will increase the 
maximum daily producing capability above the 
present 109,000 barrels daily. In total, the Company 
anticipates development expenditures in 1974 in 
excess of $4.5 million to assure a continued high 
level of production. 


Sixty-six development wells in which Home 
had an interest were drilled in 1973. These resulted 
in 29 oil wells and 22 gas wells in Alberta and one 
gas well in Saskatchewan and 14 were dry and 
abandoned. Three development wells were drilling 
at year-end. 


AVERAGE DAILY PRODUCTION 
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(Before Deduction of Royalties) 


The 1972 statistics have been restated 
to reflect the change in the method of reporting 
production as noted in the Reserves section. 


Producing Field 


1973 
CRUDE OIL — Barrels 
SEITE Um HUIS oe daconaca anes datrghe ncn temo case ce bartack aan Roneaernanee pee reernes 6,544,500 
MItSUC=S QUIT aU caer ncanenecetenn tener nce Sosa entcnay chat mean erat 1,331,434 
WAIRSTIRIIET TRIN scccongconace sadn soncuduacsbacconcennnonabactmenncnomeccare arenBas UNS), WOT 
PAST MLO Ars Recsa tea meee ne NOSES AA te acy CE ee DEERE ERO Re SAO SO Rear a 856,724 
HanrmattanzElkitonieseces 2 scents eee rane 523,102 
Mmunner: Valley tee eee ee wane ee tee mete deca enr caer tee 377,641 
PeEducsWOOdDEN Gi ere hecsiocn as ees cee an ie eee see een oe 269,532 
LNG See teres en eee ee ee en aL Sees ose nee Ten yc 588,904 
MOtAUE MUGerOi leeks edercsccnssceeewtassseceanescesestecnccs saws ess 11,625,004 
Dally AVeraGe rare rescee cc ecerasrce cee reece teseweneeceeasesss 31,849 
NATURAL GAS LIQUIDS — Barrels 
Ganstairse Elton oor serene ee eee oem 735,884 
lariat anions somes eens ete ete cee ae ne ER eh ee oa 309,375 
INTIS. Ssnuh Reen one astion dnanciiae Aiud RR REAR e RPL GR cr aon en ORMRAR Re ae Aan Rann BPE 143,952 
(GEM e FENIAN caseisen (ahcs snscben co bSc ketene edu SaaS ane aac Aen ee 98,400 
@LNGrS wetter eee rete et re ened Uae terres ah cay a nae 238,614 
motaliNaturaliGasieiquidSteseeecesssteneectssseteee sees ese eees 1,526,225 
DaillVFAVErage Mireirrest ce rere ooo re eer eeee eaten ce sensoe ones 4,181 
Total Crude Oil and Natural Gas Liquids.................... 13,151,229 
DailWwAVel age teers testeascecccsreteraucne ote estasseeaee se eseenoen 36,030 
NATURAL GAS — Thousand Cubic Feet 
CarstarsaEltOmasce esse: aeeemeceeeee sees oks ees nda seoccereaeeee 14,229 807 
INGVESt ater ores nite ee Renan EME Ay a Ch LS EE lt Se 6,340,190 
SWanthtl| Sass cremremeenee mantra remet s ane Cham ire c cori ee 3,933,593 
Mia rte AIS eres ewertet. 5 oe, aati co Sane pense RC rey 2,763,237 
Ranmattan=ElitOnimeruceccdccctterscorme peccese comer ata erst eemcee 2,313,720 
Gal Gay ne eee ei ed eon Se es 2,350,685 
JTUAny SNe exe XOTAYG) cosecsccenancoscoodsooeseusabecseoce sande nceeeeccoaécace ecude 1,658,218 
Wurmer Valley, Hee pst tem: casaseetee Se ceteereMe anu coves cetincuutes « ones 1,502,311 
WARN SeYeXO UIA Gas: ocean Soda Ganacadasadanosansoad socedoonsboshaanece. bEErEAEoEAdoseeG 1,326,481 
GrOSSTISIG cee ete ete a ree ee ess Son nar oe 980,326 
Toles Bene ee en Ho anes Sameer ch APR NRE SY ALP tH oS ie Soe aa de 956,035 
Nordegg-BraZe au arerrtrcss sane costae cone snee mee neee ere toascc eee seeet 728,517 
PREGA W dn.cccit ace coe ae reece mE Se Sb 539,090 
EOCKTO Me eee eee naee reece oemee eect rman et cnn Ere he tren tanner 470,960 
PONG OM ee ered tesa Read wal nee eR et et nai 335,697 
ES YOLU} I AYP Ht 400) Alen: scr doonesecaaipaccaet on GobBononcosdacosvan aSaRacerE nan paduoe 302,181 
OLS So ones eee eee a te he Sa eek eae 3,614,972 
NotaliNaturaliGas secre cesscceoes eeeccer aeaneeccoaetoa secs oertee 44,346,020 
Daily AVOna Qe mercccreccrct sn noane noes ene orosccecasersocentecossesnnsseecass 121,496 


1972 


4,968,446 
1,088,804 
870,333 
878,817 
405,598 
330,137 
260,174 
490,754 


9,293,063 
29,391 


661,223 
323,794 
111,730 
94,663 
270,535 
1,461,945 
3,994 
10,755,008 
29,385 


13,751,897 
6,329,510 
2,605,926 
2,788,964 

630,277 
2,296,241 

957,582 

008,122 

418,187 

035,018 

917,242 
724,187 
570,671 
880,525 
291,038 
2957210 

3,098,851 


— 


eek com took 


—_ 


42,149,449 
115,162 
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PIPELINES 

Federated Pipe Lines Ltd. During 1973, Feder- 
ated Pipe Lines Ltd., 50% owned and operated by 
the Company, had a throughput averaging 330,420 
barrels per day, up 27.9% from 258,907 barrels per 
day in 1972. The 1973 throughput represents 
approximately 24.1% of Alberta’s total light and 
medium crude production. Throughputs peaked at 
368,600 barrels per day in 1973 as compared to 
342,800 barrels per day the previous year. 


The maximum main line capacity of the Feder- 
ated Pipe Lines Ltd. system was increased from 
350,000 to 410,000 barrels per day during 1973 and 
will be 450,000 barrels per day by March, 1974. A 
total of 28,100 horsepower is connected on the main 
line system to achieve this capacity. 


Cremona Pipe Line Division Cremona Pipe 
Line Division’s throughput of crude, condensate 
and butane averaged 45,817 barrels per day in 1973, 
an increase of 5.5% from 43,411 barrels per day in 
1972: 


MARKETING 

During 1973 the LPG marketing companies 
contributed substantially to corporate profits. The 
price of propane and butane improved in the third 
and fourth quarters of 1973 as a result of the in- 
creased demand for these products. Total product 
volumes handled were 277 million gallons, a de- 
crease of 2 million gallons from 1972. 


Sulphur sales were 48,884 long tons compared 
to 48,531 long tons in 1972. Prices continued to be 
low, but a market improvement is forecast for 1974. 


EMPLOYEES 

During the year the pension actuary submitted 
an actuarial report of the Pension Plan covering the 
three year period ending January 1, 1973. The Pen- 
sion Trust Fund at that time was fully funded and 
therefore met the solvency test as specified by the 
Pension Benefits Act of Alberta. At the end of 1973 
the Fund exceeded $7.5 million and pension benefits 
were being paid to 49 former employees. As has 
been the practice of the Company over the last few 
years, special payments to pensioners were made 
out of general revenues recognizing the increase in 
the Consumer Price Index. 


At the year end the Company and its subsidi- 
aries employed approximately 600 persons. During 
the year service milestones were recognized for 25 
employees whose collective service totalled 480 
years and which individually ranged from 10 to 35 
years. 


SOURCES OF 1973 GROSS REVENUE 


SULPHUR .5% 


FINANCIAL REVIEW 

Home Oil’s 1973 gross revenue, at $56,014,000, 
increased 40.3% from the $39,933,000 recorded in 
1972. This increase resulted from the higher market 
demand for crude oil and natural gas together with 
increased prices realized on these products. 


Net earnings before extraordinary items 
amounted to $14,512,000 or $1.90 per share, up 
104.7% from the 1972 restated figures of $7,090,000 
or $0.96 per share. The restatement of the 1972 re- 
sults arises from the adoption, with retroactive 
effect, of a policy of amortizing certain exploration 
expenditures on a systematic basis. This change in 
accounting methods is more fully explained in Note 
1 to the financial statements. The increase in 1973 
earnings is attributable to the higher revenues com- 
bined with a reduction in interest costs, partially 
offset by increases in operating expenses, depletion 
and income taxes. Operating expenses in 1973 
include the Government of Alberta’s mineral reserve 
tax in the amount of $1,910,000 which the Company 
elected to pay in lieu of increased royalties. 


After an extraordinary loss of $295,000, net 
earnings for the year amounted to $14,217,000 or 
$1.86 per share, an increase of 53.1% from the 1972 
restated results of $9,288,000 or $1.26 per share. 
Cash flow from operations increased 52.5% to 
$31,845,000 or $4.18 per share in 1973 as compared 
to $20,885,000 or $2.84 per share in 1972. Dividends 
of $0.50 per share were declared on the Class A and 
Class B shares. 


During 1973, Home made two _ significant 
changes in its investment in other companies. The 
previous holdings of 53,440 $2.80 Convertible Pre- 
ferred shares of Atlantic Richfield Company were 
disposed of for $3,191,000, resulting in an extra- 


ordinary loss on disposal of $295,000, arising pri- 
marily on exchange rate differences between the 
Canadian and U.S. dollars at acquisition and dis- 
posal dates. Home acquired from a number of 
institutional investors 475,850 common shares of 
Scurry-Rainbow Oil Limited at an aggregate cost of 
$10,200,000. Payment for these shares consisted 
of $6,726,000 cash and 75,000 Class A shares of the 
Company which were valued on issue at $46.32 per 
share. The holding in Scurry-Rainbow represents 
approximately 18% of the total common shares out- 
standing. 


In the second half of 1973, the Company called 
for redemption its 5%2% Convertible Subordinated 
Debentures due February 1, 1992. As a result, 
$24,815,000 of the $25,000,000 principal amount 
outstanding was converted into 652,543 Class A 
shares of the Company and the remaining $185,000 
was redeemed for cash. This has significantly im- 
proved the Company’s long-term debt position and 
cash flow will improve as a result of lower interest 
charges. 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


For The Year Ended December 31, 1973 


Funds Were Obtained From 
Net earnings before extraordinary lemS 22)... st ee 
Adjustment for non-cash items and difference between 

earnings of 50% owned companies and dividends 

FECOIVE] gs sata eran 2 Ae eee cre hci reine oe eee 


Net flow of funds from:operationsies ere es cia lee a ee 
Sale of inivestMents: s.r ere recto a ee ee 
Issuance of capital stock (Note 5) 
On conversion. Of debt 5 cence ee ee ee 
OUHOr ie ae Aah Se ade ee ets eee 
LOng=termiDOrrOWIN GS ig. = shee ee eaten ce ie ee 
Net decrease in other non-currentassets ................20008 


Funds Were Used For 


Property, plantand equipment: <.25. ci ee oe ee eee 
Reductionsdmlong-termide bt ie eae eens ree eee oo eee 
Divide@mds: scius Be Bee ed ce tans Sie ies ee eee 
InvVestmentsin quoted SCCURITICS sie ee cee ete eee 


Increase (Decrease) in Working Capital ...................... 


1973 


$14,512,000 


17,333,000 


31,845,000 
3,191,000 


24,223,000 
4,844,000 


414,000 


$64,517,000 


$21,629,000 
36,144,000 
3,875,000 
10,200,000 


71,848,000 
(7,331,000) 


$64,517,000 


1972 


$ 7,090,000 


13,795,000 


20,885,000 
12,590,000 


129,000 
24,500,000 
45,000 


$58,149,000 


$14,220,000 
13,864,000 
3,690,000 


31,774,000 
26,375,000 


$58,149,000 


HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 
For the Year Ended December 31, 1973 


1973 1972 
Revenue rand er 
rena GROVE MUG sette snr hosahat ein. Ain daneh aoa ge Bhs Sense oes Gee we eS $51,503,000 $35,732,000 
ESS TENET ATO TS) a TERA) E09 PW a rea 4,511,000 4,201,000 
56,014,000 39,933,000 
Expense 
“LEVER AG len oc8 kaa tapas Gee Na ne ie ae ae ae 8,161,000 5 538,000 
Penne mAMaAMGraCMINIS(atlVe. feutes Gee adhe, ol IAS eo we keene ww wes aie 4,304,000 4,062,000 
OSS GOT. © a Rd To ape ee Se ge 12,846,000 10,529,000 
SSC IEMIONY sve gS a py ae ee A ae eer ne 2,197,000 2,678,000 
Interest and expense on long-term debt ...............20 02 eee 3,681,000 4,601,000 
EOS? TRISTE SG Ee rere er 130,000 273,000 
31,319,000 27,681,000 
Net earnings before provision for income taxes ...............4. 24 695,000 12,252,000 
Provision For Income Taxes (Note 1) 
COLOREING ois Brae, Ue ahs 8! Os ee eee 6,786,000 3,673,000 
ERTSIAP@IG! 8 oo Med ally gh Sapte ne Ail eC aa 3,397,000 1,489,000 
10,183,000 5,162,000 
Net Earnings before extraordinary items....................... 14,512,000 7,090,000 
Extraordinary Items 
SmmmOss)On Sale On iNnVeStMeMtS .-.n oa OG ates Sete ee eee (295,000) 4,898,000 
Provision for write-down of investment in Lockton Gas Plant....... — (2,700,000) 
(295,000) 2,198,000 
SEGMENTING S Ser te ae, Se es PO cei, es yy ek ee $14,217,000 $ 9,288,000 
Earnings Per Share (based on average number of shares outstanding) 
Nercarnings betore.extraordinary items «2. 22.66.22. os ee $1.90 $ .96 
Erol anvale Smite eae tons ier oe od om ole _(.04) B20 
Nist BAU 4 Sok iPr earn th ei $1.86 $1.26 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For The Year Ended December 31, 1973 
1973 1972 
Balance, At Beginning of Year F 
GM LO VIOUSIVAL COOLtCOmn tt een en el aatorit hipaa Becks s weet a ere $45,369,000 $39,026,000 


Adjustment for change in accounting for 
CX DlOralOns; COSTS (INOLCM awe lta face. sca shs okexeek eoeBelle heh te) cieterasi eas 


PRS ta CUSTOMER eRe ete ee eT ei eure tar scot cum Iorata coe, Milan aries 
NGCUE AIRINGS Oe cry es eee ke ee Wl Gin dS Fane Sek oy eens Nae 


Dividends Declared 


BIAS STASI Al See ee ne a eh Ga Sas: BS as 
CBISSS ISN ALCS a ee ee ea Sereda ee Sede Maer abata augers 


Balance, ALENnd Of Yar: = 256... Memos 26 oh ee Sa ail ne ae Os 


(1,544,000) 
"43,825,000 
14,217,000 
58,042,000 


2,589,000 
1,286,000 
3,875,000 


$54,167,000 


(799,000) 
38,227,000 
9,288,000 
47,515,000 


2,404,000 

1,286,000 
3,690,000 
$43,825,000 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET as at DECEMBER 31, 1973 


Assets 


CURRENT ASSETS 
GASH Schirato Dore See as Ree cee ce ca 


INVESTMENTS 


Quoted! securities (NOTG:2)) Brera = eee eee: eae ee eee ee er ar ree 
507oOWNEd: COMPANIGS INOCOWN) Reece ee 
Partnershipsinterest os. ss casa ietay a <Wemeich se eso eae ine eee 


PROPERTY, PLANT AND EQUIPMENT, 
at- cost (NOtGS 1 ands) thar ae) - toe eae neat Srey eee ee 


Accumulated depletion and: depreciation. 25 aas0)-. ieee 


OTHER ASSETS (NOUS) iyi oes et Seer eee teers 


Approved on behalf of the Board: 


Ai Ley, om 


Director. 


a 


Director. 


1973 


$ 1,614,000 
15,189,000 
2,170,000 


18,978,000 


72,195,000 
6,230,000 
1,189,000 


79,614,000 


276,307,000 
102,045,000 


174,262,000 
1,356,000 


$274 ,210,000 


1972 
$ 14,874,000 
9,745,000 
2,090,000 


26,709,000 


65,482,000 
4,781,000 
1,189,000 


71,452,000 


256,752,000 
89,316,000 


167,436,000 
2,061,000 


$267 ,658,000 


Liabilities 


CURRENT LIABILITIES 

Bank indebtedness — secured ................... 
Accounts payable and accrued charges ............ 
BRIE nC StDAVADIC @ chee e. ay. alae ie erie oa ple od a’ 
iseometaxes Payable) oie. ge. ve a ee eae oe bas 
Current maturities on long-term debt .............. 


PREPAYMENT OF FUTURE NATURAL GAS SALES 
BONG TERM DEBT (Notes 2.and4). .. 2.54.5... 05.8. 


ACCUMULATED TAX REDUCTION APPLICABLE TO 
BUMUREAV EARS (Note 1)! Jc... 0 cfd ane eds 


Shareholders’ Equity 


CAPITAL STOCK (Note 5) 


Authorized 
1,000,000 Preferred shares, par value $50 each 
7,000,000 Class A shares of no par value 
5,000,000 Class B shares of no par value 


Issued 
5,569,287 Class Ashares (1972 — 4,791,285). ... 
2,572,905 Class B shares (1972 — 2,572,905). ... 


eA IN EIDE ARININGS Satie rte cue eno. Skink tipped enna 


PR OF Cmte th Co kcece 5 


@ (0) 2b) is; 1m ene. eo) oie 


1973 


$ 1,699,000 
11,076,000 
2,033,000 
1,205,000 
6,017,000 


22,030,000 


32,466,000 


31,974,000 


112,954,000 
20,619,000 


133,573,000 
54,167,000 


187,740,000 


$274,210,000 


1972 


$ 1,547,000 


8,102,000 
1,841,000 
2,544,000 
8,396,000 


22,430,000 


1,680,000 


66,897,000 


28,320,000 


83,887,000 
20,619,000 


104,506,000 
43,825,000 


148,331,000 


$267 658,000 


HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


NOTES TO 1973 CONSOLIDATED FINANCIAL STATEMENTS 


Note 1 


Accounting Policies 
i) Principles of Consolidation 


a) The consolidated financial statements include the accounts of all companies in which the 
Company has ownership of more than 50% of the voting capital stock. 


b) The Company follows the equity method of accounting for its investments in 50% owned com- 
panies and a 20% partnership interest. Under this method the Company’s investment in such 
entities is carried on the balance sheet at cost plus its share of undistributed earnings or losses. 
The Company’s share of the net earnings of these entities is included in investment income in the 
consolidated statement of earnings. 


c) Current assets and current liabilities of foreign subsidiaries were converted to Canadian dollars 
using the exchange rate at the date of the balance sheet. Other assets and liabilities were converted 
at the rate in effect at the time the original transactions took place. Revenue and expense items were 
converted using average rates of exchange throughout the year. 


ii) Full Cost Method of Accounting 


The Company and its subsidiaries follow the full cost method of accounting for oil and gas operations 
whereby all costs of exploring for and developing oil and gas and related reserves are capitalized 
and charged against income as set out below. Such costs include land acquisition costs, geological 
and geophysical expense, carrying charges of non-producing property, costs of drilling both 
productive and non-productive wells and overhead expense related to exploration activities. The 
costs are accumulated in cost centres as follows: 


a) North America — Canada (excluding Athabasca Tar Sands) and the United States. 


b) Northwestern Europe — the United Kingdom and the Northwestern European Continental Shelf 
which presently encompasses all sectors of the North Sea, the Celtic Sea and the English Channel. 


c) Other Areas — a separate cost centre for the Athabasca Tar Sands and for each foreign area 
in which the Company is engaged in exploration activities. 

Costs accumulated in the North America cost centre are depleted using the unit of production 
method based upon estimated proven developed reserves, as determined by Company engineers. 
In calculating depletion, natural gas and sulphur reserves and production are converted to equivalent 
barrels of crude oil based on the relative net sales value of each product. 


Prior to 1973, expenditures in Other Areas were deferred pending the results of exploration still in 
progress in each area, and costs accumulated in the Northwestern Europe cost centre were being 
depleted on the unit of production basis on reserves since determined to be uneconomic. During 
1973, the Company adopted with retroactive effect a policy of amortizing expenditures in the areas 
outlined in (b) and (c) above on a straight line basis over varying periods. Under this policy, should 
exploration in a particular area prove successful, the unamortized balance in that cost centre will be 
depleted on the unit of production basis. Should the area prove to be unproductive, the unamortized 
balance in that cost centre will be written off to income (included in depletion). This change in 
accounting had the effect of decreasing earnings for 1973 by $2,670,000 ($0.35 per share); 1972 
earnings were previously reported at $10,033,000 ($1.36 per share). 


iii) Income Taxes 


The Company follows the tax allocation method of accounting under which the income tax provision 
is based on the earnings reported in the accounts. Under this method, the Company makes full 
provision for income taxes deferred as the result of claiming capital cost allowances and exploration 
and development costs in excess of the amounts provided for depreciation and depletion in the 
accounts. 


Note 2 


Note 3 


Note 4 


Investment in Quoted Securities 


Number of 
Shares 
Atlantic Richfield Company 
—aCOMMONISMANCS) ae seals anes 422,936 
TransCanada PipeLines Limited 
= COMMON SHUES .occadeapouceone 500,000 
Scurry-Rainbow Oil Limited 
—aCOMMMONS ane Samar neaes oni ee ea eee 475,850 


Cost 


$49,320,000 
12,675,000 


10,200,000 
$72,195,000 


Quoted 
Market Value 
December 31, 

1973 


$45,801,000 
15,250,000 


9,695,000 
$70,746,000 


The shares of TransCanada PipeLines Limited and Atlantic Richfield Company are pledged to 
secure certain long-term debt and the Company’s bank indebtedness outstanding from time to time. 


Property, Plant and Equipment 


The following is asummary of the cost of property, plant and equipment and the related accumulated 


depreciation and depletion as at December 31, 1973: 


Cost of 
Assets 


Petroleum and natural gas leases 
and rights, including exploration and development (Note 1) 
— North America (excluding 


Athabasca Tar Sands) $212,732,000 


BNO Western EULODG: ee ais. tae eae os 9,304,000 
COI Cle AN CAS a fay tenor. sae a iy cite tute Vue aes et aside, oie 1,444,000 
PROGUCHOMEQUIPMENT Ts 5 uci raisss sk ata vat woes 6 33,120,000 
Land, buildings, pipeline property and 

19,707,000 


GINe Me QUIOMMEN aes Be et cre oooh Soltek a ee ayer at ye 
$276,307,000 


Long-Term Debt 


Home Oil Company Limited 
6%% Secured Bonds, due January 31, 1975 ($700,000 U.S.)* ... 
9.45% Secured Bonds, Series A, due September 30,1973 ...... 
8.20% Secured Bonds, Series B, due April 30, 1980 

(S1S106 3 OOOLWS > cunce rns ee nitics oe oc ee ia mierepore aac 
6%% Secured Bonds, due January 1, 1983 ($4,035,000 U.S.)* ... 
6%% Collateral Trust Bonds, due April 1, 1983 (subject 

to annual sinking fund payments) 
6%4% Mortgage, maturing January 1,1978+ ................- 
5%% Convertible Subordinated Debentures, due 

EOORUANY Ih, LO Oe sox. 5 RRs Sess eo ol ie ence Fe een Gael Se Be 
Bank Production Loan, evidenced by demand note (payable 

in 24 equal quarterly instalments) due October 1,1976 ....... 


Accumulated 
Depletion* and 


Depreciation 


$ 79,051 ,000* 

2,245,000* 

340,000* 
11,977,000 


8,432,000 
$102,045,000 


Net 


$133,681 ,000 
7,059,000 
1,104,000 

21,143,000 


11,275,000 
$174,262,000 


______December 31, __ 


1973 


$ 666,000 


13,857,000 
4,359,000 


10,000,000 
558,000 


5,000,000 


1972 


$ 1,760,000 
745,000 


18,009,000 
5,439,000 


11,000,000 
675,000 


25,000,000 


6,667,000 
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Note 4 
ontinued) 


Note 5 


United Oils, Limited 


9.35% Secured Bonds, Series A, due November 30,1973 ...... _— 347,000 
8.10% Secured Bonds, Series B, due March 31, 1980 

($3,785 ,000'U:S 9) ee trae eisai ee ee ree eas eer 4,024,000 4,473,000 

Home Petroleum Corporation 

Bank Loan($21,000 WS: ig eo ai er ree eae ere eee 19,000 1,178,000 

38,483,000 75,293,000 

EesssCunrentminitnuUhimatlinit|C San en nein nnen nr aren ane anne 6,017,000 8,396,000 

$32,466,000 $66,897,000 


* Subject to monthly payments based on production from pledged properties. 
+ Payable in monthly instalments. 


All U.S. issues are recorded on the balance sheet in Canadian dollars based on the exchange rate 

in effect at the date of receipt of the proceeds. 

The estimated amount of long-term debt maturities and sinking fund requirements for the five years 
subsequent to 1973 are as follows: 1974 - $6.0 million, 1975 - $6.1 million, 1976 - $6.3 million, 
1977 - $5.5 million, 1978 - $4.8 million. 


Capital Stock 

i) Dividends 

There are restrictions on the payment of dividends on the Class B shares and of dividends in excess 
of 25¢ per annum on the Class A shares under the provisions of the deeds of trust and mortgage 
securing certain of the outstanding long-term debt. Under the most restrictive provision, the amount 
permitted thereunder for payment of dividends was in excess of the retained earnings at December 
Sle Oia: 

ii) Shares Reserved for Exercise of Warrants 

There were 109,965 Class A shares reserved at December 31, 1973 for issuance upon the exercise, 
on or before April 30, 1980; of warrants to purchase 76,975 shares at $14.55 U.S. per share and 
32,990 shares at $17.66 U.S. per share. 

iii) Options to Purchase Capital Stock 

As at December 31, 1973, there were 91,850 Class A shares reserved for exercise of employee stock 
options. These options are exercisable at $20, $29.625 and $55 per share and expire in 1980, 1982 
and 1983 respectively. The exercise price was equal to the market price of the shares at the granting 
date. In the case of options granted to senior officers, the Company has agreed to accept notes in 
payment for the optioned shares. Asummary of transactions relating to optioned shares is as follows: 


Other 
Class A Shares Officers Employees Total Consideration 
Outstanding January 1,1973 ............ — 59,909 59,909 — 
Reclassificationin .2is5. ac ee ne nae 11,370 (11,370) — — 
Grantediat $55. ce ee we Tar ea eee 39,400 43,000 82,400 — 
Exercised'at $200. fis ae his aa ree (1,500) (11,409) (12,909) $ 258,180 
Exercised at$29:625 45... see ee (9,870) (27,680) (37,550) 1,112,419 
Outstanding December 31,1973 ......... 39,400 52,450 91,850 


All options were granted under the Officers’ and Key Employees’ Share Option Plan under which 
22,600 Class A shares were reserved at December 31, 1973 for options that may be granted under 
the plan which terminates in 1979. 


Note 5 iv) Shares Issued During the Year 

(continued) During 1973, 652,543 Class A shares were issued upon conversion of 52% Convertible Subordinated 
Debentures in the principal amount of $24,223,000 (net of unamortized debt issue expense), and 
75,000 Class A shares were issued for $3,474,000 in payment for quoted securities. An additional 
50,459 Class A shares were issued on exercise of options — see above. 
v) Share Purchase Notes 
Other Assets at December 31, 1973 include non-interest bearing notes totalling $220,000 received 
in payment of 11,000 Class A shares of the Company subscribed for by officers pursuant to share 
option agreements. 


Note 6 Contingent Liabilities 


The Company has guaranteed the indebtedness and certain other obligations of associated entities 
to the extent of approximately $10.9 million. 


Note 7 Remuneration of Directors and Officers 


During 1973 the Company and its subsidiaries paid remuneration of $97,000 to the Company’s 
twenty directors in their capacity as directors, and remuneration of $325,000 to the Company’s 
eleven officers in their capacity as officers. Three of the officers were also directors of the Company. 


Note 8 Subsequent Event 


Subsequent to December 31, 1973, a subsidiary of the Company entered into an agreement to 
acquire L.P.G. storage facilities for approximately $9 million. 


AUDITORS’ REPORT 


To the Shareholders 
Home Oil Company Limited 


We have examined the consolidated balance sheet of Home Oil Company Limited and subsidiaries as at 
December 31, 1973 and the consolidated statements of earnings, retained earnings and source and use of 
funds for the year then ended. Our examination of the financial statements of Home Oil Company Limited (the 
parent company) and those subsidiaries of which we are the auditors included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the reports of the auditors who have examined the financial 
statements of the other subsidiaries. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1973 and the results of their operations and the source and use of their funds for the 
year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year after giving retroactive effect to the change in accounting for exploration costs 
as explained in Note 1 to the consolidated financial statements. 


Calgary, Alberta. y VA 
February 22, 1974. VE 7... / Me e 
Vi 


Chartered Accountants. 
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A TEN YEAR REVIEW/1964 - 1973 


Earnings and Net 
Flow of Funds 


Balance Sheet 


Exploration and 
Development 


Drilling Activity 


Proven Developed 
Reserves 


Production and 
Pipeline Operations 


Shares and 
Dividends 


1973 1972 

Gross Revenue <i..0hcc. cena cee $ 56,014,000 39,933,00 
Net Earnings (before Extraordinary Items) .............. $ 14,512,000 7,090,00 
Per Share: S220 8 eae cee eee $ 1.90 9 
Extraordinary Items: apices act ath ie ae eee eee eee ee $ (295,000) 2,198,00 
PerShare si. Poe es ee ee ee ee eee $ (.04) 3. 
Net Flow of Funds trom Operations +. 2+ 4544 eee $ 31,845,000 20,885,00 
Per Share... fie eae ae Tee ee $ 4.18 2.8 
we eS SS SS EE Ea eas 
Working Capital (Deficienéy) 3. -...s5.-96 eee $ (3,052,000) 4,279,00 
Investment nother: Companies: ..4)4000) ee eee ee $ 79,614,000 TA 452,00 
Property, Plant and Equipment — Net.................. $ 174,262,000 167,436,00 
Long-Term Debt (Less Current Maturities) .............. $ 32,466,000 66,897 ,00 
Deferredilncome:Taxesicy oe Re ee eee $ 31,974,000 28,320,00 
Capital Stock: ,..5... 24.0.) Siebel Saeoneaee aeeeae $ 133,573,000 104,506,00 
Retained Earnings: «cee aces pee ee ee $ 54,167,000 43,825,00 
Exploration Expenditures 92 ga.a.c< nh eer ee $ 17,720,000 10,272,00 
Development:Expenditurese: 2 ss. ance ee eee $ 3,478,000 5,254,00 
Gross Exploratien Acreage. 4.6.) uns ae  eee 27,651,000 21,618,00 
Net ExploramemAcreage.. 9, 9:18.40. sao. ee ee 7,340,000 5,797,00. 
Gross Working Interest Wells Drilled ................... f2 5 
Net Oil Wells: 23a ye os eaten ocho in yo gel me 4 | 
Net Gas WES os .5 acces: ence ce a oeee? Scie ed atk eee eee 2 | 
Net Dry WellS cero taew een ls con a eee ee 17 
(Excludes wells drilled by others under farmout agreements) 
Crude Oil and Natural Gas Liquids — barrels ............ 155,701,000 jae 
Natural Gas — thousand cubic feet .................... 726,228,000 807,701,0C} 
Sulphur — long tons (*not available) ................... 1,662,900 1,712,7¢ 
] 

Crude Oil and Natural Gas Liquids Production — 
barrels: Oermday’ ve .ite nate ncn tee cet. hee cee renee ete ae ee ae 36,030 29,3€| 
Natural Gas Sales — thousand cubic feet perday ........ 121,495 115, 16] 
Sulphur Sales Ong tones sei e er ee ee ee 48,884 48,56 
Cremona Pipe Line Division 
Daily Average Gatherings — barrels ................. 45,817 43,41] 
Federated Pipe Lines Ltd. — (50% owned) | 
Daily Average Gatherings — barrels ................. 330,420 258,9C 

| 

Dividends Declared Per Class AShare ................. $ 50 ad) 
Dividends Declared Per Class BShare ................. $ 50 Al 
Number of Shares Outstanding — endofyear ........... 8,142,000 7,364,0() 
Number.of Shareholders Ra vsscnuieace o neeucn ee een 11,100 11,1G 
) 

NOTES: (1) Earnings per share are calculated on the basis of average number of shares outstanding during the year 
) 


1971 1970 1969 1968 1967 1966 1965 1964 

34,252,000 30,008,000 27,709,000 25,272,000 24,092,000 23,410,000 22,075,000 19,438,000 
4,664,000 4,057,000 5,003,000 4,320,000 4,715,000 5,331,000 5,495,000 4,074,000 
65 08 ES) 81 .93 1.07 lete .86 
838,000 1,390,000 (466,000) 6,343,000 403,000 — 516,000 1,012,000 

a2 .20 (.07) TAs .08 — ata VA 
15,964,000 14,005,000 12,390,000 11,610,000 11,130,000 10,838,000 11,273,000 9,718,000 
2.24 ak 1:81 2.16 2.20 25 2.30 2.04 
(22,096,000) (28,304,000) (18,956,000) (42,315,000) (3,529,000) 4,762,000 (6,945,000) 3,574,000 
76,949,000 79,692,000 103,861,000 93,987,000 64,814,000 52,670,000 50,590,000 36,545,000 
171,057,000 164,395,000 154,230,000 120,455,000 106,572,000 101,175,000 91,978,000 85,633,000 
55,760,000 39 ,.779;,000 89,009,000 64,092,000 90,333,000 86,624,000 69,941,000 67,287,000 
27,975,000 25,545,000 23,086,000 20,801,000 18,415,000 16,309,000 14,269,000 115797,000 
104,377,000 94,919,000 93,732,000 54,758,000 35,092,000 34,352,000 32,962,000 32,186,000 
38,227,000 36,331,000 34,401,000 33,366,000 25,578,000 22,939,000 20,069,000 16,475,000 
9,194,000 14,525,000 31,564,000 15,282,000 6,597,000 6,387,000 5,296,000 3,495,000 
4,265,000 3,253,000 3,887,000 1,621,000 2,434,000 4,032,000 2,876,000 3,259,000 
10,294,000 9,334,000 9,176,000 8,319,000 6,872,000 6,236,000 5,762,000 5,759,000 
4,566,000 4,852,000 4,577,000 4,640,000 3,701,000 3,118,000 2,382,000 2,035,000 
54 14 38 39 49 54 78 a2 

4 0 1 0 8 3 i 16 

5 2 4 3 6 3 1 

2 4 it 15 13 i Zl 8 
177,878,000 184,122,000 184,375,000 186,016,000 180,980,000 180,522,000 181,484,000 168,609,000 
851,835,000 958,903,000 963,368,000 937,625,000 981,855,000 998,147,000 804,286,000 698,729,000 

1,724,600 1,765,600 1,730,100 15775;900 1,945,300 1,499,300 i ‘i 
24,997 PAT od US) Ass) 18,629 16,755 15,678 14,987 IS BES) 
106,603 SS TES, 78,242 YOATTAS) 67,274 63,015 68,624 65,789 
54,743 47 333 38,333 45,815 50,614 24,410 N699 23,894 
38,854 39,670 38,267 39,268 37,193 36,265 36,348 33,496 
211,701 184,175 160,408 156,001 140,235 128,462 IO57 19 S220c 
.90 90 90 00 90 00 50 2) 
00 700 90 00 90 00 90 3D 
7,358,000 7,065,000 7,002,000 6,102,000 5,091,000 5,046,000 4,936,000 4,842,000 
12,300 15,300 12,600 13,200 13,000 13,700 13,900 12,800 


(2) Above data incorporates retroactive adjustments. 
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ABOUT HOME’S SHARES 


The Company has two classes of shares out- 
standing, Class A and Class B, which are listed on 
four Canadian stock exchanges and on the Amer- 
ican and Pacific Coast exchanges in the United 
States. 


Class A shares are entitled to a fixed cumulative 
dividend of $0.25 per year in priority to dividends 
on the Class B shares. After this dividend on the 
Class A shares, dividends of $0.25 per share may be 
paid on the Class B shares, and any further div- 
idends in any year are payable equally on the Class 
A and Class B shares. Therefore, as long as the 
Company continues to pay dividends of at least 
$0.25 per year on the Class A and Class B shares, 
the shares of both classes participate equally in all 
dividends paid. Only the Class B shares carry voting 
rights under normal circumstances. 


The Company is controlled by The Consumers’ Gas 
Company via its ownership at December 31, 1973 
of about 95% of the outstanding shares of Cygnus 
Corporation Limited. Cygnus in turn holds one 
million Class B shares of Home. Consumers’ also 
directly owns 276,788 Class B shares of Home, 
bringing its effective control of such shares to 
1,276,788 or 49.6% at December 31, 1973. 


During 1973, the outstanding warrants covering 
109,965 Class A shares of Home were purchased 
by Cygnus Corporation Limited from two institu- 
tional investors. 


Class A Class B 
1973 1972 1973 1972 
Shares‘ AuthOnizedie ccc.tece ee eee een 7,000,000 5,000,000 
Sharesilssued atiDecemben cies ect: camer tees es 5,569,287 4,791,285 2,572,905 2,572,905 
Shares Reserved For: 

Debenture:Conversiommesccce tee se eee 657,895 — — 

WarramtS ascottietecdibrtescosc cetaceans 109,965 109,965 — — 

QO PUR S cos eee aoe ace eee 114,450 164,909 — = 
NumiberotiShatenolders mets eaten ane meee 9,905 9,896 3,022 S204 
Dividends! DeclarediPenShareee see $0.50 $0.50 $0.50 $0.50 
VolumerofiShanes iradedinerrse eee eeeecee ee eee 1,858,998 1,792,706 374,769 211,203 
Distribution of Shares at 
December 31 

Cama dander oicrcet cetera ORC Eee 88.2% 85.5% 95.9% 95.7% 

United States esi coca season aee: eee ene eee CLES VULo) 13.8 S56 3.8 

Oalh eke Rl Gave Lele) peseconasand senses? scnocnodcendsacia soaseceuqsnacdsaapeaceac 5) 4 1 el 

ORME sc deoscestare eee eee oe ee cS cS 4 4 

100.0 100.0 100.0 100.0 


Federal Government Valuation 


Day NV alUCS irre: een ree caen ete tere 


Price Ranges 
Toronto Stock Exchange 


FIGS Sse areca een aes 


High 


$33.38/Share 


$58 
35 


$57 % 
35 % 


$43 % 
29 % 


$43 % 
30 % 


$53 $41 
33 % 29 % 

$52 % $41 % 
36 31 


Officers 


A. G.S. GRIFFIN 


Chairman of the Board 


Ber. PHILLIPS 


President and Chiet Executive Officer 


M. P. PAULSON 


Executive Vice-President and General Manager 


R. B. COLEMAN 


Senior Vice-President, Secretary and General Counsel 


|. M. DRUM 


Vice-President, Special Projects 


R. E. HUMPHREYS 


Vice-President, Exploration 


W. D. LUNDBERG 


Vice-President, Producing Operations 


B. B. ROMBOUGH 


Vice-President, Finance 


W. T. WILKINSON 


Vice-President 


D. E. DEAKIN 


Treasurer 


B. F. MacNEILL 


Comptroller 


C.B. CLARK 


Assistant Treasurer 


F.G. MITCHELL 


Assistant Secretary 


Senior Management 
J.P. CRONE 


Managing Director, Home Oil of Canada Limited 


G. FONG 


General Manager, Exploration 


J.H. GEDDES 


Manager, Economics and Corporation Planning 


D.G. REYBURN 
Vice-President and General Manager, 
Home Petroleum Corporation 
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ABOUT HOME’S SHARES 


The Company has two classes of shares out- 
standing, Class A and Class B, which are listed on 
four Canadian stock exchanges and on the Amer- 
ican and Pacific Coast exchanges in the United 
States. 


Class A shares are entitled to a fixed cumulative 
dividend of $0.25 per year in priority to dividends 
on the Class B shares. After this dividend on the 
Class A shares, dividends of $0.25 per share may be 
paid on the Class B shares, and any further div- 
idends in any year are payable equally on the Class 
A and Class B shares. Therefore, as long as the 
Company continues to pay dividends of at least 
$0.25 per year on the Class A and Class B shares, 
the shares of both classes participate equally in all 
dividends paid. Only the Class B shares carry voting 
rights under normal circumstances. 


The Company is controlled by The Consumers’ Gas 
Company via its ownership at December 31, 1973 
of about 95% of the outstanding shares of Cygnus 
Corporation Limited. Cygnus in turn holds one 
million Class B shares of Home. Consumers’ also 
directly owns 276,788 Class B shares of Home, 
bringing its effective control of such shares to 
1,276,788 or 49.6% at December 31, 1973. 


Shares: AUthOriZe ds iescce stale ee eee oe 


shares Issuediat December Sills eee eee 5,569 


Shares Reserved For: 
DebentureGOnversiomececs seer eee ee 


Warrants: 'sivsess stoseectcas, fooctactans eee eee eee 109 
QODPtiOms: tekken eos be ee eee eee eee ee 114 


NUmbeniohSihareholde csimece ee a eee ee nee 
Dividends Declared Per Share 


Volumerot Shanes lirade die acetate teen 1,858 


Distribution of Shares at 
December 31 


Canada yeti, pitas ts douche ee en ee 88 
Wnitedi States or cvessesceccrcceseee ete ee eee eee ee a 11 
WO LATKeXe Ha IAKS Ko KOA) caspeneneoscucas se 2eanocddospoonntiacacosbsdouondeméndachine 
OUNEI eve scoicare ce eee tee ee a ee ee 

10 


Federal Government Valuation 
Day Values 


Price Ranges 
Toronto Stock Exchange 


FEIN eek es ae eet ncn ee ee ee te $5i 
LO Wiis sods hires h utewencew te chat sale A ec eer Nemertina aE 

American Stock Exchange 
FIG I sect ooeeepere seenn esc eutccen vote tv ae one a Ie $5 
Low 


